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Support Services
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9% Employor Services
25%
Dealer Services
16%

Lender Services
23%

Data Services
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the company

FIRST ADVANTAGE CORPORATION {NASDAQ: FADV)
combines industry expertise with information to create
products and services that help tens of thousands of
customers worldwide mak'e' smarter business decisions.
FIRST ADVANTAGE IS A LEADING PROVIDER OF:

. investigative and litigation support services,
including surveillance, computer forensics,
_electronic discovery, data recovery and due
diligencé reparting, as well as insurance fraud,

corporate and litigation investigations;

*  employer services, inéluding recruiting solutions,
applicant tracking systems, background
veriﬁcajions, skills assessments, occupational
health services and business tax consulting;,

*  lender services, inclhding consumer credit
inforr%ation and lead g;eneration for mortgage and
home' equity lenders;

. dealer services, including consumer credit

inforwation, lead generation and credit automation

software for auto and other dealers;
s data'services, including subprime consumer

credit reporting, lead generation, transportation
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industry credit reporting, motor vehicle record
reborting, supply chain security consulting ;6!1(_1
consumer location;

*  multifamily services, including resident screening,
property management software, property

performance analytics and renters' insurance;

First Advantage ranks among the top three companies

.in all of its major business lines. The company is

headquartered in St. Petersburg, Florida, and has
more than 4,500 employees in offices throughout

the United States and abroad.

First Advantage's majority shareholder is The First
American Corporation (NYSE: FAF), a FORT'UNE 500®
company and America’s largest provider of business
information, supplying businesses and consumers with
valuable jnfofmation products to support the major

economic events of people's lives.
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First Advantage is dedicated to being the “one source”

rc 02

for business services for our clients worldwide. Since our
establishment in 2003, we have diligently adhered to a

calculated growth strategy in order to achieve this objective.

This strategy, involving the expansion of the breadth and
depth of our product and service offerings, méinly through
a focus on acquisitions, has proven successful in making

our company a powerful international entity.

Because of this success, we are now in a position to

take the next step in our long-term growth strategy of
maximizing the company’s capabilities: drawing strength
from within. The company we have built during the last
three years is powerful, but also possesses still untapped
potential. In turning our attentions inward, we will unleash
opportunities to grow, strengthen cur company and
solidify our position as a one-source provider‘bt'o clients
around the world. As a supplement to this focus, we will
continue to look at acquisitions, in a selective manner,
where the strategic benefits are compelling to our growth

and profitability.

-y

[P S,
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REACHING OUR CURRENT VOLUME

First Advantage's growth strategy over the past three years
has brought us to a leading market position in many of our
business lines. We made 49 acquisitions in 43 months.
Thanks to acquisitions, cross sell and international growth,
the company now has more than 80,000 clients worldwide.
Being a large company with local presence in many
different countries aids us in serving as the “one source”
faor our clients with the ability to develop solutions that are

1

specific to their needs.

Since our formation, we have also experienced continual
financial success, and 2006 was no different. Once again,
we experienced year-over-year revenue growth for each
quarter. Total 2006 revenues ended the year 27 percent
higher than those of 2005, while shareholders’ equity rose
by 15.8 percent. Our company's financial success is a
testament to the effectiveness of our business approach,
the dedication of our employees and the quality of our

service offerings.
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In addition to our physical expansion and fiscal growth,
our strategy has also resulted in growth in our product and
service offerings. Our acquisitions have brought us new
products and services that enable us to serve our clients in
a more holistic capacity, We will continue to make strategic
and selective acquisitions that will further enhance our

existing offerings.,

Qur company's own organic product and service
innovations also help us provide our clients with a more
complete menu of business services. Our comprehensive
suite of service offerings, acquired and/or innovated
internally has enabled us to truly provide our clients with
the data, service and technology they need to efficiently

run their businessas—all from ona source.

FOCUSING ON OUR STRENGTHS

First Advantage has grown to the point that we are now a
recognized entity in the key markets in which we operate.
In fact, we are among the top three market leaders in most

of our businesses.

In strengthening each of our business segments, we
have also accomplished our goal of diversified growth. In
our position as a powerful one-source provider, having
diversified strengths helps us to better serve our clients. It

has also been instrumental in helping us achieve balanced
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revenue streams across cyclical and seasonal markets.

We will continue to strategically diversify our offerings and
achieve balanced growth throughout 2007 and beyond.

In light of our current position as a thriving corporation
with strong, diversified segments, the time is now right

for us to take the next step in our growth strategy: turning
our attentions towards maximizing the full potenitial of the
organization we have built. Qur individual segments are
strong—but we can make them stronger. Our systems are
functional—but we can make them even more efficient.
Our offerings are diverse—but we can increase market
share, and maximize on our capabilities as a one-source
provider by capitalizing on cross-selling opportunities
within and across our business segments. Now is the time
for us to take full advantage of our company’s internal

strengths, and leverage them for maximum growth.

STREAMLINING OPERATIONS

While First Advantage has been vigitant in maximizing
efficiency in our expanding operating units, continued
advances in technology and customer advisory
participation make it possible for us to further streamline our

workflows and maxirmize our productivity and perforrriance.

We will continue to make operational improvements in

areas such as systems compatibility and integration, and
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to streamline our current processes and procedures that
will improve operating margins. Using our best automation
practices, we will consolidate and streamline workflow to
make transactions and processing more efficient for both

our emp!’?ye’es and our clients.
H 1.

Streamlining operations will ensure not only higher returns
for our company and our shareholders, but also faster,
better, more cost-effective service for our clients, which

will, in turn, positively reflect on our market position.

CROSS SELLING PRODUCTS AND SERVICES

A large part of utilizing our internal strengths will consist

of cross selling products and services within and across
business segments. Significant successes in this arena will
further support our ongoing gogl of being a one-source

provider for our clients’ business needs.

This year, we will press forward with our cross-seiling
initiatives within segments where client synergies exist and
continue to seek intra-segment opportunities for cross
selling. We anticipate that our Employer Services segment
will continue to play a leading role in our inter-segment
cross-selling initiatives, as the products and services
offered by this strong segment can apply to any client with
employees. In emphasizing cross selling, we will utilize our
known strengths and client relationships to promote new
offerings and the diverse services of our company. We
believe this will result in greater market share across the
board, as well as enhanced value propositions for our clients.

We have already seen the benefits of cross selling during
20086. As an illustration of this, Employer Services’
Background Screening Group introduced one of its
customers, a leading prescription benefit manager, to our
skills and behavioral assessment solutions, as well as our
applicant tracking system. It is expected that the cross-sold
services will streamiine the client’s hiring processes and
reduce employee turnover significantly. The bundled offering
created a seamless solution for our client, improved their
efficiencies and strengthened our retationship significantly.

As an elernent of cross selling, we will further utilize our
company's internal strengths by leveraging our innovation

to oHfer new products and services. New offerings will be
developed to cross sell to our current client base and also to

attract new customers.

CONTINUING INTERNATIONAL EXPANSION

One of our company’s greatest strengths is our strong

foothald in several underserved international markets. We

will continue to capitalize on this strength to expand our

global presence, and leverage our US and i_htérnational

client relationships to grow our businesses in the domastic
'

and international arena.

For example, we have strong Employer Services operations
with little competition in the Asia-Pacific region. Utilizing
our presence there will lead us to more business
opportunities with European and American multinational
companies that are moving their back-office operations to
the Asia-Pacific sector. It will also help us expand our reach
into the Middle East, which imports a growing number

of skilted and unskilled workers from many Asia-Pagcific
countries. Our strategy includes cross selling services to
these companies to deepen our relationships as we seek

their highly competed for domestic business, as well.

Tapping our internal strengths with regard to international
growth wilf entail continued vigilance to take full advantage
of emerging opportunities as they arise, as well as

maximizing on current initiatives already in progress.

STRENGTHENING BUSINESS PRACTICES

In arder to truly capitalize on our company's internal
strengths, we must also continue to focus our attention on
those who make up First Advantage—our employees—and
on the way we communicate and plan for the future.

Ensuring the security of our information assets and
operations has always been a top company priority, and we
are constantly working to promote security in our evolving
corporate culture. Initiatives begun in 2006 to further these
efforts include corporate-wide data and physical security
programs and an internal employee-focused security
awareness campaign. These and other programs will
continue to emphasize the need for our employees to be

vigilant enforcers of information security and privacy.

As having a unified focus helps us achieve our company
goals, we will centinue to increase transparency in our
company by increasing employee communication,
feedback and involvermnent. Qur internalty focused efforts
are designed and implemented to educate and engage our

employees in our growth strategies and future direction.
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ACQUIRED STRENGTH
First Advantage Corporation welcomed several new
acquisitions during 2008 whose contributions add to our

company’s internal strength.

The addition of DataSec UK Ltd. to our Investigative and
Litigation Support' Services segment has already proved
instrumz_’antal in our international expansion into Europe as
the business supported the immediate opening of an office
in Brussels. The success resulting from this acquisition
continuéd a trend of improved margins for this segment
that began tate in 2005 with expansion into the elgctronic
discovery arena.

Qur Employer Services segment added skills and
behavioral assessment services through the acquisition
of SkillCheck, closing the remaining gap in its broad
hiring services platform. The segment also continued its
international expansion into the Asia-Pagific region

with the acquisition of two employment screening
companies, Brooke Consulting in Tokyo and Refsure
Worldwide Pty Ltd. in Australia.

As we move forward in 2007 with a renewed focus on
magnifying our internal strengths, we recognize that

our greatest strength is what makes it possible for us to
operate as one source; cur corperate unity. Behind our
planned initiatives for the coming year is the furthering of
the premise that we are a single, unified company—and
our potential is unlimited as we tap into the full resources
of the myriad of synergistic businesses we have

assembled over recent years.
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Since First Advantage was formed, our goal has been

to provide customers worldwide with the products and
services they need to run their businesses better—all
from one source. By following our company’s strategic
initiatives thus far, we have been lee to accomplish
that to a large degree. Now, because of the strength we
have acquired, it is time for our company to focus on our
business lines so that we may fully realize the potential
we have amassed both through acquisition and organic
growth. In this, we will be tapping into one powerful source
for our future expansion: our strength from within.

On a final note, the board and management would like to
recognize John Long for his excellent leadership, which
contributed to First Advantage's success to date, as he
departs his post as Chief Executive Officer on March 30,

2007 to pursue personal interests.

(. Koot

Parker S. Kennedy
Chairman of the Board

Anand K. Nallathambi
Prasident
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USINEesSs Segment
highlights and 2007 focus

INVESTIGATIVE AND LITIGATION SUPPORT SERVICES
Supports businesses, insurers, claims adjusters, and law firms
with corporate, litigation, and insurance fraud investigations,
as well as surveillance, computer forensics, electronic

discovery, due diligence reporting and data recovery services.

This segment’s 2006 acquisitions have been instrumental
in furthering our international expansion, as well as
increasing product offerings. The acquisition of London-
based DataSec UK Ltd. and the simultaneous opening

of a new office in Brussels helped us to increase our

international foothold. The assets gained with these
companies, along with our acquisition of EvidentData, Inc.
of California, also expanded our computer forensics and

electronic discovery market presence.

The segment’s 2006 service revenue was $53 million. Cur
notable operating margin improvement this year—19.2
percent, up 13.1 percent from 2005—can be attributed

primarily to advancements in electronic discovery.

Consistent with the company’s emphasis on organic
growth, the segment’s 2007 focus is to maximize
opportunities across the board. We will expand our due
diligence services and leverage our current litigation
consulting offerings by cross selling among computer
forensics and electronic discovery clients, as well as
pursuing opportunities presented by other segments.

We will also capitalize on the needs of multinational
companies by leveraging our international capabilities and

presence in Tokyo, Londen and Brussels.
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“Consistent with the company’s emphasis on
organic growth, the segment’s 2007 focus is to
maximize opportunities across the board.”

EMPLOYER SERVICES We are enthusiastic about the new products and services
Serves human resource departments with global and geographic expansion that these companies bring
hing management systems, recruiting solutions, skills to the segment. The new services can be cross sold
assessments, background verifications, occupational health with our preexisting and organically-created resources to
services, tax credits and incentives programs and more. allow us to offer a full range of talent acquisition services
Also serves corporate security and safety departments to employers internationally—contributing to our “one
with screening and occupational heatth testing, as well as source” goal.

corporate finance departments with a variety of tax services.
The segment’s 2006 service revenue was $195 million,

with an operating margin of 10.2 percent.

As one of the company's strongest segments, we look
forward to leading the organic growth initiatives in 2007.

We will leverage the strength and the universality of our
‘offerings to encourage cross selling across segments. Our
early entrance and strong foothold in the Asia-Pacific region
positions us well for international and domestic growth,
increased sales revenue and additional market share.

LENDER SERVICES
Supports lenders with ¢redit reporting solutions for morigage

and home equity lending needs,

During 2008, the Employer Services segment continued to

expand both interﬁationally {with more than 1,300 employees During 2006, the Lender Services segment business,

overseas) and domestically through key acquisitions. First American Crepco, launched a groundbreaking

These inclyded: product called the Anthem Suite, an alternate credit
SkillCheck, Inc. - a pre-employment testing and scoring and reporting system designed to generate credit
educational skills assessment company information for those with nontraditional credit histories.

National Data Verification Services — New England-
based employment screening company

Brooke Consulting - Tokyo-based employment
screening company

Accufacts Pre-Employment Screening, Inc. -
Florida-based employment screening company
HRLogix — applicant tracking system company
DecisionHR — professional employer organization
Refsure Worldwide Pty Ltd. - Australia-based

employment screening company

FIRST ADVANTAGE CORPORATION | 2008 ANNUAL REPORT
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The Anthem Suite enables lenders to provide service to
potential homebuyers who would have previousty been
turned away because of a lack of credit information. The
product suite gained industry-wide acceptance with more
than 135 lenders adopting Anthern as the standard for

their automated underwriting system.

In addition to forwarding successful products, we are also
growing our market share and now serve 19 of the top 20
lenders. Our 2006 service revenue was $176 million, with

an operating margin of 30.8 percent.

In 2007, the Lender Services segment will contribute to
the company’s organic growth by expanding its offerings
with new, nontraditional products to satisfy the needs of
emerging markets. These products will integrate with our
current offerings and contribute to our status as the “one

source” our clients can turn to for their lending needs.

DEALER SERVICES
Provides auto and other dealers with consumer credit reports,

credit automation software and lead generation services.

This segn%ent's 2006 activities witnessed to tha value of
leveraging our company's inner strengths through cross-
selling initiatives. Dealer Services drove new products and
services through some of our 40+ automotive industry
partnerships. This included forwarding lead generation
products, offered by our own subsidiaries Bar None and
Leadclick Media (part of our Data Service segment),
through partners Reynolds and Reynolds and Dealerirack.
We also worked to maximize preexisting strengths as we
used analytics to increase the effectiveness of our lead

generation services.

The segment’s 2006 service revenue was $121 million,

with an operating margin of 13.3 percent.

Our 2007 focus will be on further expanding product

sets. We will continue to add products that <::an be
delivered with credit reports to leverage our market share.
The marriqge of lead generation and credi} Is a unique
capability we bring to the marketplace, reflecting cross-
sell initiatives that further our “one source” goal. ’

DATA SERVICES

Serves businesses with transportation industry credit reports,
metor vehicle records, fleet management, supply chain
security consulting, criminal records, subprime consumer
credit reports and lead generation services. Also provides

consumers with consumer location and other services.

The Data Services segment enjoyed another steady year
in 2006. In essence, our activities were a precursor to the
company's strategies for 2007, as we utilized our internal
strengthé_ _a}nd offered products that appl{{ to diver‘se?

markets in order to counter market cycles..

LeadClick Media, which we acquired in November 2005,
had its first full year of operations and proved an essential
player in this segment’s diversification strategy and
crc_;ss—selling opportunities. As a lead generation servicé
subi:orting multiple industries, LeadClick is significant

in helping Lfs counter shifting markets, particlularly
automotive and check cashing industry verticals.

The segment’s 2006 service revenue was $148 million,
wit‘h an operating margin of 27.6 percent.

During 2007, we will continue aggregating nontraditional
data with the goal of developing new products that will be

of interest to the clients of many of our segments. We will
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also increase our reach into additional vertical markets
by leveraging customer base and distribution models of
other First Advantage companies, consistent with the

company's strategies of cross selling and organic growth.

MULTIFAMILY SERVICES
Assists property owners and managers with resident
screening, property performance analytics, property

rmanagement software and renters’ insurance services.

Multifarmily Services’ successes during 2006 included the
excellent reception of two new products. We introduced
FormsPLUS, our automated lease and document delivery
system for multifamily property managers. This product
reduces the time spent in generating paperwork and the
errors inherent in a manual process. We also successfully
piloted our renter's insurance (underwritten by First
American Property & Casualty) program, and have since
seen extended availability of this product nationwide.

This segment's 2006 service revenue was nearly $69

million, with an operating margin of 22 percent.

In 2007, we will focus on magnifying our internal strengths.

We will continue to provide analytics {rather than just data)

as we seek to strengthen our number-one-ranked market
position. We will also persist in leveraging the data we
have—including the nation's largest proprietary database
of landlord tenant records—to provide products that

reduce risks and increase occupancy for our clients.
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The aggregate, market value of stock held by non- afﬁllates was $176 658,000 as of June 30, 2006. - .
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~There were 10,773,083 shares of outstandmg C]ass 'A'Common Stock of the registrant as of February 27, 2007.
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i, Our.consumer;directbusiness;provides location;verification:and screening services directlyjto,consumers .-§
through the Internet;This business-uses a proprietary;software platform.and-web-based systems;to, supply,i™ ,daue
customers withseryices:such as.individual:location;ireverse:telephone:searches, identity:verification, criminal gnit
record :checks;,employment and’education:verifications.4This businessthas!developed US:SEARCH DARWIN7 T
whrch automates the data'management supply chain'by accessing, assimilating,"and: comprlmg data from 19hac
disparate sources. The current-applications of the technology focus on individual locator and profile services. We

are also adaptmg this technology for use in,our Employer Services segment.” f: . -
. T T i TR Y e TRy . M Tt ')"‘h»,"u..{ljb e ¥ ie conlewh

L_T_he_ Qompany also provides:specialized credit reports direct to consumers {['hese ITeports may be derived
from ‘credit reports obtamed from n,01e Of more of the three. Umted States credlt bureaus and may, be specrallyi, g
formatted for ease of use by the credrtor or to facrlrtate 1nterpretatton by aconsumer. . - -,z .

ot 'tH-. wth o AAT S0 w0 St Aroeas Uit THOULYSHD oher - A 0,090 95019 SHE O V1l A
~ Qur subpnme credit reporttng business provides credit reports derived from its propnetary database. The,
i i ’.I"Jli W T ATH LY [P ] (K] IJltlglf JD,
Company believes Teletrack is the. largest provtder of.credit reports specrahzmg m sub-pnme borrowers in'the
United States, based on'the number of reports issued.:Its primary customers include'pay-day loan, rent-to-own
retailers and similar types of creditors. Demand. for our.subprime credit products usually increases’in: November
and December due to the holldays and increased consumer spendmg In tum the busmess generally expenences a
TgEr L B 08 T T Ly L SV TG AT q\JT[Dn
decrease in detnand'in the first quarter due to fax'return efunds thereby decreasrng the feed for paycla ' Toans.
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ST 1 ohoaut Bl rerine, A5 L‘mj of h‘"r“.aal Mign: g dn 1odlrmr' it *uarmr" natbnsl
v1., Ourltad generation business iS a provider of perfonnance“-based Cost-per-actio (“CPA”) met *
]if‘ FITWIL LD LT LS SRS 1o @ Tena 18 i MBS ] ‘J"l“ﬂl“rl Yooy v "‘"‘“‘3 ohf TN
marketmg solutlons Its primary service offenngs are sales 16ad generatlon list management and afﬁlrate network
ST IS0 ORI BTt DL arAien s ¥ T A pATRLER L Dt S TG
marketmg Customers 1nclude a wrde vanety of compames rangrng from medium-sized businesses 10 F Ttun
et S ThRAs T LT Aot .-lﬂ!"‘ll“l\() HE Jflﬁ_ (s 1]
500 compames mcludlng many servrce provrders in the sub-pnme and’ personal finance ‘markets
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The Dealer'SerwcesPsegment provrdes specialized, credit reponsvcredrt automatlon software and
automouve lead generauon services to auto dealers an‘d lenders These reports may be dergved from credit reports
obtamed from one’ or more of the three‘ Unrted States credlt bureaus and may be specrally formatted for ease of,
use by the credrtor or to facrlltate 1nterpretatlon by a consumer The segment provrdes comprehensrve soluttons
thai help orgamzattons meet thelr'lendmg,hleasmg and other donstmief credit’automation'needs LBy delrvenng
1nnovat1ve systems gérvices and data’ solutlons ‘the’ Company helps compameslreduce sk decrease costs ‘and T

improve servrce’Our Dealer Serv1ces segment accounted for' approxrmately* 16%16f our” servrce reveniie in’ 2006”‘
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) Our Dealer Servrces segment generally expenences seasonalrty close to the end of the year, which is
attribiited to the holidays'and consumer-focus‘diverted: from'car salesive:=1 z33i 113 biosar sldidsy totmes
16T ain1d l‘;nmU 913 Gk £ LERIAN AIALAA, a:mwmt 1n3maq' tR =c,’r' ulnd Mo oy 5 ady e 20 s s
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Employer Services ,L q Yo - v ook
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Frrst'Advantage st Employer Servrces‘segmentrhelps thousands of ‘companies in‘the!United States and gobin
abroad 'manage-risk with our’ employment screening,' occupatronal health'tax incentive services: and hmng dty

solutrons Our Employer Servrces segment accounted for approxrmately 25% of our service'revenue in 2006 51Un

i Our.employment screening;sérvices generate reports about:a prospective employee’sicriminal record;motor
vehicle.violations, credit:standing'and ‘involvement in civililitigation’yWe'also'make inquiries;of providedirznring
references and former employers: .verlfyreducatronaltcredenuals and:licensesy, verify social security. numbers-and 5
check industry. specrﬁc récords:rA’customer can'order-any-of these andfother related: services, mdrvrdually, as.an )
package with our other. employment scréeningproducts:or with:cther. productsrwe offer! lDependmg onan, oy ¢
customer’s preference orders:maybe.placed and fulfilled diréctly; from ithe Company, through a secure Internet s

connection, software, facsrmrle or through third party vendors., .. . - L N UN
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Our occupational health products generally involve the design and management of drug free workplace .
programs, including provision for the collection and testing of specimens and interpretation of the results. We
also provide physrcal examination services to employers. Reports of our fmdrngs are generally delivered through
a secure Internet connecuon or through other direct means. We also develop and manage employee assistance
programs, which provrde our customers’ employees with access to confidential counseling services and other
resources to assist with personal issues that may affect workplace productivity. These programs cover a wide
range of personal and workplace issues, including alcohol and drug abuse, marital problems, family matters,
bereavement management, depression, stress, retirement and downsizing. First Advantage’s employee assrstanee
programs also provude employers with a number of i corporate-focused services, including management
counseling, critical mcrdent stress management programs, orgamzatronal change consulting and mtensrve .
specialty trammg on 1ssues such as violence in the workplace

‘. Co. N

. Our tax incentive seryic_es_ specialize in identifying primarily employment-related tax incentive programs .
available under both federal and state legislation, and processing the paperwork required to capture such tax
incentives and credits. We also offer comprehensive sales and use tax-consulting services to assist clients with
compliance with changing laws and regulations affecting sales and use taxes.

. . Lt - 2
Our hiring solutions group provides skills assessment, recruiting, and hiring systems to manage job
applicants, We provide an applicant tracking system to customers to track job applicants from the initial stages of
job requisition development through the hiring and on- board process. We can also provide the complete -
outsourcing of the recruitment process. . - . '

. . . L '

Our professional employer organization provides comprehensive outsourced management of payroll and
human resource management for its clients, o

Our employment screemng, occupational health services and hmng solutions generally expenence
seasonallty near year-end, which is attributed to decréases in hiring. Our tax incentive servicés group’s ability to
obtain certain tax credits, such as the Work Opportinity Tax Crédit (“WOTC”) program or a similar | program,’is
dependent upon the passage of federal legislalion that generally must be renewed every one or two years. The
Work Opportunity Tax Credit program was renewed for two years in fourth quarter 2006 for employees hlred
after December 31, 2005 and before January 1, 2008 -

Multifamily Services o 33 . . ‘ y
First Advantage’s Multifamily Services segment helps thousands of companies in the United States manage
risk with resident screening services. Our Multifamily Services segment accounted for approxrmately 9% of our
service revenue in 2006. -

A * ! T “
Cur resrdent screenmg offenngs generate reports contammg lnformatlon about a prospective renter s '
eviction record lease and payment performance history, credit standmg, references and criminal records to. i
residential property. managers and owners operating in the United States. Dependlng ona customer s needs, our
reports may contain one or any combination of these pieces of information. In serving our customers we may
draw on our database of landlord-tenant records, which is the largest of its kind in the United States and our
database of criminal conviction information, which is one of the largest for use in resident screemng in the
United States. We also offer a scoring product, which assesses risk of defauit by a prospective renter based on a
statistical scoring model developed exclusively for the multifamily housing industry. Customers generally order
and receive the segment’s resident screening products through a secure Internet connection or through
proprietary software.
A N -9 ., a ' - .
+ Our resident screening products expenence seasonahty declmes durmg the winter months from November
to March. A . - . ;




Investigative and Litigation Support Services - ‘ _ U

The Investigative and nganon Support Services segment provides corporate htlgatlon and’ mvestlgatlve
services. Products and services prov:ded by the segient include: surveillance services, field interviews,
computer forensics, electronic dtscovery, due diligence reports and other high level 1nvest|gauons Our
Investigative and Litigation Support Services segment accounted for approximately S‘Zq of our service revenue in
2006. ) 7 ' B o N

A o

Our mvestlgatlve service businesses help customers with invéstigative services designed to detect and
expose worker’s compensation, disability and llablllly insurance fraud. Purchased mostly by insurance carriers,
third party administrators and self-insuring companies, these services generally involve field surveillance and -
interviews conducted by more than 80 full-time licensed ‘staff investigators. This segment receives orders in a
variety of ways, tncludmg by telephone or other direct contact with the client, facsimile, ¢-mail or through the
Internet. In most cases, mvestlgatton reports mcludmg accompanylng video, are sent v1a rnall or courier to the
client, ' - :

'
r

Within this segment we also provide services that assist our customers in business, legal and financial -
matters, including investigations and litigation arising from trade secret theft, software infringement, financial
fraud, employee malfeasance and unfair competition. The segment employs computer forensic and electronic
discovery experts and'consultants in its bi-coastal state-of-the-art laboratories. We also offer due diligence
services for a variety of purposes and have a specialized database of hedge fund managers. Increased emphasis
on corporate integrity and compliance, following the wave of corporate scandals and the resulting litigation, has
driven growth in the segment’s business.

Historical Growth

Prior to the June 5, 2003 mergers, HireCheck, Employee Health Programs, SafeRent, Substance Abuse
Management, American Driving Records and First American Registry, now. wholly-owned subsidiaries of First
Advantage, were wholly-owned subsidiaries of First American and made up the FAST division.

In the late 1990s, Flrst American mmated a dwersnﬁcatlon strategy which called for among other things,
the combination of one of its core competencies—data management and analy51s—w1th businesses that are
counter-cyclical to its long-standing real estate related products and services. First American also sought
businesses that were complementary to its rapidly growing credit reporting business, First American CREDCO.
First American management initialty focused on the background screening industry—an information-tntensive

_business with a heavy demand for credit reports and a relatively tangential tie to the real estate market.

In September 1998, First American began its entry into the employee screening industry by acquiring
HireCheck. HireCheck, headquartered in St. Petersburg, Florida, and now referred to as First Advantage '
Background Services Corporation is today the principal subsidiary through which our Employer Services
segment provides'employment screening services. In the same month, First American also entered the resxdent
screening industry by acquiring First American Registry, now known as First- Advantage SafeRent,
headquartered in Rockville, Maryland. First Advantage SafeRent, which we believe to be the largest resident

. screening company in the United States, is today the pnnmpal subsndxary through which our Mu]nfamrly Servnces

segment provndes resident screening products

Continuing its efforts to provide a comprehensive set of risk management tools to its customers, in August
2001 First- American entered the occupational health semces business by acquiring Milwaukee, Wisconsin-based
Substance Abuse Management. :

Five months later, in January 2002, First American further added to the menu of services offered by the
FAST division by acquiring American Driving Records, a Rancho Cordova, California-based provider of motor
vehicle reports. One of the largest competitors in its industry, American Driving Records brought to the FAST
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division not only a formidable player in a key area of the risk management industry; but also enhanced the
division’s access to the motor vehicle records of almost every state in the United States. With American Driving
Records, First American purchased ZapApp India Private Limited, a Bangalore, India-based private limited
company that provides technology services to American Driving Records and now to all of First Advantage. -

In an effort to improve the profitability of the companies then comprising the FAST division, in the second
quarter of 2001 First American reorganized the division’s management structure by dedicating a single
management group to the oversight of all operations, By emphasizing the group as a whole, First American
believed this reorganization effort would position the FAST division to pursue cross-selling opportunities, take
advantage of mutual supplier relationships and leverage technological developments and resources across the
entire division. It also hoped to focus management on efforts to improve the division’s operating margins by
increasing the volume of transactions performed using the division’s existing systems, whether through internal -
sales growth or by acquiring businesses with complementary product offerings. In January 2002, First American
formally created the FAST division and began reporting the division as a segment in its financial statements, .

]
)

Straregrc Acqmsmons Following the 2001 Reorgamzanon

AL

Fll‘Sl American supplemented the division's employee background screening operations by acquiring -
Factval Business Information, Inc., headquartered in Miami, Florida, in August 2001 and Pretiem Corporation,
headquartered in Princeton Junction, New Jersey, in December.of 2001. These acquisitions provided the division
with an expanded customer base for employee screening services in three lmportanl employment rnarkets the
Miami metropolltan area, New Jersey and New York State. . !

' P [ . " N <

In the last quarter of 2002, the FAST division completed acqu|s1tlons of Employee Health Programs in

October and SafeRent in November. : :

A competitor of Substance Abuse Management, the Bethesda Maryland-based Employee Health Programs
brought critical volume to the FAST division’s occupauonal health business. Through the acquisition of °
Employee Health Programs, the FAST division also expanded the scope of its existing services to include " -
employee-assistance programs, which are designed to help troubled employees resolve personal issues that can
affect workplace productivity. Employee Health Programs and Substance Abuse Management, now known as
First Advantage Occupational Health Services Corporation; are today the principal subsidiaries through Wl’llCh
the Employer Services segmem prowdes occupational health services. Y :

' ) , ' L .. : N

SafeRent headquartered in Denver Colorado, brought additional key customers to the FAST division’s
resident screening business and increased the dwnsnon s penetration in key markets, in partlcular markets in the
western United States. . ‘ . . . C o e

' * . . . X ' . sa - -

June 5, 2003 Mergers

In the June 5, 2003 mergers, the companies comprising the FAST division and US SEARCH combined
under one umbrella. US SEARCH brought to First Advantage not only many important employment.screening --
. customers through its Professional Resource Screening, Inc. subsidiary, but also an opportunity to pursue a new
market—consumers—with specially tailored versions of our existing products. Ultimately, Professional Resource
Screening was combined with the other companies in our Employer Services segment and the other operations of
US SEARCH are now included in our Data Services segment.

September 14, 2005 Merger B (

On September 14, 2005, the Company completed the acquisition to buy First American’s CIG Business
under the terms of the master transfer agreement. Under the terms of the agreement, First American and its First’
American Real Estate Solutions (“FARES”) joint venture contributed their mortgage, automotive, consumer.and :
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sub-prime credit businesses to First Advantage in exchange for 29,073,170 shares of First Advantage Class B
common stock. The acquisition of the CIG Business by First Advantage was a transaction between businesses
under common control of First American. As such, First Advantage recorded the assets and liabilities of the CIG
Business at historical cost. Historical financial statements of First Advantage have been restated to include results
of operations of the CIG Business at historical costs.

Strategic Acquisitions

-

Since becoming a public company in June 2003, we have actwely pursued our acqulsmon strategy In
August 2003, we acquired two employment background screening companies, Liberatore Services, Inc. and Total
Information Scurce, Inc., and an occupational health services company, Continentat Compliance Systems. In
September 2003 we further expanded our occupational health services with the acquisition of Employee
Information Services, Inc. In that same month, we acquired Omega Insurance Services, Inc., which broughta ..
new investigative services product to First-Advantage. In November 2003 we made three acquisitions: ’
occupational health services company Greystone Health Sciences Corporation; MedTech Diagnostics, Inc., a
provider of both occupational health services and employment screening services; and Agency Records, Inc., a
provider of motor vehicle records. In December 2003, we acqu:red Credential Chéck & Personnel Services, Inc.,
an employment screening company. : . . Co

During the first quarter of 2004, the Company acquired Quantitative Risk Solutions LLC, Proudfoot Reports
Incorporated, MVR’s, Inc., Background Information Systems, Inc., Infocheck Ltd. and Landlord Protect, Inc.
During the second quarter of 2004, the Company acquired U.D. Registry, Inc., CoreFacts, LLC, Realeum, Inc., -
and CIC Enterprises, Inc. During the third quarter 2004, the Company acquired BackTrack Reports, Inc. and
National Background Data, LLC. During the fourth quarter 2004, the Company acqulred Business Tax Credit ~
Corporation dfb/a The Alameda Company and Compunet Credit Services, Inc. .

The Company acquired fiftéen companies in 2005.'In second quarter 2005, the Company acquired Bar
None, Inc, a provider of credit-based lead generation, processing and tracking services, which is included in our
Dealer Services segment. In fourth quarter 2005, the Company acquired majority interest in LeadClick Media .
Inc, an online lead-generation and marketing company. This company is included-in our Data Services segment..
In 2005, we acquired two businesses from Experian. They were Experian RES and Credit Data Services, both -
were added to our Lender Services segment. Throughout the year, we added six companies to our Employer
Services segment, including [Tax Group, Inc., Quest Research Group, LTD, Recruiternet, Inc., Road Manager
Financial Services, Inc., TruStar Solutions, Inc., and majority interest in PrideRock Holding Company, Inc.
Recruiternet, Inc. and TruStar Solutions, Inc. together became our hiring solutions group, Three companies were
added to our Investigative and Litigation Support Services segment in 2005. They were Data Recovery Services,
Inc., Phoenix Research Corporation, and True Data Partners. We also acquired The Info Center and Jenark
Business Systems, Inc. which both are mcluded in our Multifamily Scrwces segment,

The Company acquired eleven companies in 2006. Nine of those acquisitions, SkillCheck Inc., National’
Data Verification Services, Brooke Consulting, HR Logix LLC, Inquest, Inc.,-Accufacts Pre-Employment
Screening, Inc., DecisionHR USA, Inc., Refsure Worldwide Pty LTD, and Single Source Services, Inc. are - .
included in our Employer Services Segment..Two of the current year acquisitions, Evident Data, Inc. and
DataSec UK Ltd are included in our Investigative and Litigation Support Services segment,

.

Customers

First Advantage, through its subsidiaries, serves a wide variety of clients throughout the United States and
abroad. The tens of thousands of customers served by First Advantage include nearly a quarter of those
businesses comprising the Fortune 1000, leading mortgage lenders, automobile dealerships, real estate
investment trusts and property management companies, many of the top providers of transportation services,
insurance agents, the leading national law.firms, and non-profit organizations, Dominant categories of customers
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vary depending on the type of service or product. For example, our credit reporting services are typically
purchased by industry-leading mortgage and refinance. lenders. Automobile dealerships nationwide buy our credit -
reports as well as our automotive lead generation services. Insurance carriers, agents and claims adjusters
purchase a substantial proportion of our surveitlance services. Law firms nationwide utilize the computer
forensics and e-discovery services we offer. Trucking companies are major consumers of our occupationa! health
and transportation industry credit services. Multifamily housing property management companies and landlords
of all $izes are represented in the resident screening business’ customer base. Larger employers represent the
predominant share of the employee background screening and tax incentive services clients. Individual
consumers dominate the customer base for our consumer direct businesses. We derive approximately $21 0
million of revenue from operatlons outside the United States and their related customers.
. I ! ) » '

Excluding our consumer direct busmesses which have a ﬂuld customer base we have in excess of 90 000

customers. No single customer is responsible for 8 percent or more of our revenue. ,

Suppllers ‘ : .

Data represents a key mgredlent in most of our products. In obtammg such data, we draw upon ‘a wide
variety of sources, including governmental agencies, credit reporting agencies, competitors, customers, third
parties which compile public record information and on-line search services. Many of our suppliérs provnde this
data in electronic format. We do not anticipate the termination of any significant relationship with any of our data
suppliers. Because we believe we could acquire necessary data from other sources, we do not believe that the
termination of any supplier relationship would have a material adverse effect on our ﬁnancwl condition or
operating results.

In connection with our occupational health services, we depend upon services provided by specimen
coltection agencies and laboratories. There is significant competition among suppliers.of these services arid,
consequently, we do not believe the termination of our relationship with any of these suppliers would have a
material adverse effect on its financial condition or operating results.

.

We obtain some of our data from consumer credit reporting agencies. Any of these suppliérs could stop -
supplying this data or could substantially increase their prices. Withholding this data could have a material
adverse effect on our business, financial condition or results of operations.

* Governmental Regulation - o - ‘ '

Although genérally our products or services do not require governmental approvals, our businesses are
subject to various federal and state regulations that may impact our products and services. For example, the
Federal Fair Credit Reporting Act, Fair and Accurate Credit Transactions Act, the Drivers Privacy Protection
Act, the CAN-SPAM act, federal and state laws relating to drug testing, federal and state tax credit laws, state’
private investigator laws, federal and state laws regulating 1o residential-leasing and landlord services, federal
and state laws regulating the hiring process, and various state Iaws regulatmg setvices that include disclosure of
personal information.

Many state and local laws require certain of our subsidiaries and employees engaged in providing.our :
investigative services products to be licensed as private investigators, Some state and local governments require
the same with respect to our employee screening companies. .

Historically, we have been able to comply with exxstmg laws and regulations wnthout incurring substantial
costs or reslncuons on our business. :

Competition . e -

A number of companies compete with our service offerings..First Advantage’s.most significant credit
reporting services competitors are the three major credit repositories and Kroll Factual Data (“Kroll”). First
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Advantage’s most significant national competitors in employment background verifications include ChoicePoint,
Kroll, U.S. Investigative Services and ADP, although hundreds of local and regional competitors also exist. In
occupational health services, we believe that we have only one significant nationwide competitor, ChoicePoint;
however, there are a number of local and regional companies in the industry, as well. The addition of both .
applicant tracking systems (“ATS") and recruiting services brought new competitors into our mix. The ATS
competitive field includes no dominant players,.but rather, many small competitors focused on serving specific .,
industries. Similarly, competition in recruiting is also very diverse and includes ATS companies, advertising -
agencies, job board companies, and in house recruiting departments. First Advantage’s most significant national
competitors in our tax incentive services include ADP, Mintax, Talx and the Big 4 accounting firms, and other
small regional companies operating.in that market. The resident screening industry is fragmented, with only . .
approximately eight other companies providing significant competition to First Advantage’s business on a
national level. In motor vehicle record services, there are approximately ten major competitors to First
Advantage, the most predominant of which is ChoicePoint. Our new transportation credit services business
competes with three significant vendors. First Advantage’s insurance fraud investigative services also compete
with three other companies on a naticnal basis, with a broad spectrum of regional and local competitors. First”
Advantage’s due diligence servrces compete with a handful of small boutiques, Kroll and two or three regional
firms across the country. Our computer forensics services mamly compete against the large litigation consulting
practices, the Big 4 accounting firms, and Kroll. Our e-discovery business line also competes with Kroll,
Electronic Evrdence Discovery, and a handful of other top tier providers. There is also some competition from” ‘
small reglonal compames and sole practitioners for both of these services. In virtually all of these markets, First

Advantage competes foremost on the bams of customer service and secondanly on product and price
differentiaion. -

The primary competitors to our consumer location businesses include telephone companies and other third
parties who publish free printed or electronic directories, private investigation firms and web-based companies,
such as-KnowX.com.

Intellectual Propertj'

First Advantage owns a number of items of intellectual property, including trademarks, tradenamies,
copyrights, patents, domain names and unregistered trade secrets. First Advantage also owns the US SEARCH"
DARWIN™ software platform, which uses advanced technology to access, assimilate, compile, distribute and
present data from public and private databases. The patent application for this technology was published on
December 19, 2002 and was issued by the Patent and Trademark Office on January 23, 2005. Based on
aforementioned app]tcauon patent applications are also under review by the patent authorities in Australia,
China and India respectively for this technology. Flrst Advantage is not dependent upon any single item of
intetlectual property . . :

P2 . . i ¥}
Strategies for Futuré Growth of First Advantage

First Advantage believes that as the world becomes increasingly risky for individueals and organizations,
‘demand for our products and services will ‘grow. Our primary goal is to be well-positioned to capture not only a
substantial portion of the existing market, but also a substanual share of thc expected growth. We intend to
accomplish this goal in the following manner:

Par&ué Srrategio Acqut‘s’iti‘ons.'We intend to continue pursuing acquisitions of companies that would enable
us to enter new markets as well as increase our share of those markets in which we are already operating. We will
pursue companies with assets that will enhance our ability to fulfill orders, including companies with proprietary
databases containing information for use in our preducts or technology that would make order placement or
product delivery more efficient. We also expect to pursue acquisition opportunities which would enable us to
enter into related product fields. Qur acquisitions of TruStar Solutiens, Inc., Recruiternet, Inc., SkillCheck, Inc.,
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. and HR Logix, LLC., all applicant service companies, and our acquisition of Decision HR USA, Inc.,a
professional employer organization, are examples of our efforts to enter into related product fields. Our 2005 .
acquisitions of Phoenix Research Corporauon and True Data Partners, allowed us to expand the breath of our
high-end investigative services, such as e- dlscovery and computer forcnsncs in our Investigative and Litigation
Support Services segment. . ‘ L - ‘ . _ .

Consolidate Operations. We intend 1o continue our aggressive efforts to consolidate the operations brought
together in the June 2003 and September 2005 mergers and the opcrations of businesses we have since acquired
and will acquire. This includes efforts not only to capture synergles by eliminating pcrsonnel and systems
duplication, but also to exploit cross-selling opportunities. - '

International Expansion. In second quarter 2005, we acquired Quest Research Ltd., the premier provider of
employment screening services in.India and East Asia. In fourth quarter 2005, the Company opened an .
employment screening office in Manila, Philippines to help serve the increasing overseas demand for screening
by multinational corporations. In first quarter 2006, we acquired Brooke Consulting, a regional employment
screening provider focused on Japan and Korea. In third quarter 2006, we acquired Refsure Worldwide Py Litd.,
a background screening company located in Sydney, Australia that provides services throughout Asia-Pacific.:
These strategic additions bolster the international employment screening operations of First Advantage, situating
the Company to.more effectively service multinational corporations’ demands for these services. We intend to .
continue 1o pursue opportunities to offer our services outside the United States. Given the risks that face
businesses around the world, we believe that international markets provide a, substanual .opportunity for growth,
We expect that by expanding our offerings to other countries we will also_enhance our ability to compete in the
United States for the business of global companies. L A, . ) .

. W . - .

Product Expansion. First Advantage continues to seek strategic methods of meeting unique customer and
market segment needs by providing solutions through product expansion and the"ability to bundle various
product offerings. Our Lender Services segment has identified the need for alternative credit products in the
non-traditional and emerging home loan markets. Additionally, our emergence into the lead generation industry

will provide a conduit to bundle service offerings with our Dealer Services segment enabling F1rst Advantage to
bring new products and business solutions to meet our market segment needs.

Employees
.. We qmploy over 4,400 pédple. of thls number, approximatel_y.l 1,306 are emplo;}ed abroad.
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ItemlA Risk Faétors. & . - T : R S A T

A 0.

You should consider carefully the following risk factors as well as the other mformatlon contarned
elsewhere i in this Annual Report on Form 10-K. We face risks other than those hsted here, mc]udmg those that
are unknown to us and others of which we may be aware but, at present, consider 1mmater1al Because of the ~
following factors, as well as other variables affecting our operating results, past financial performance may not
be a reliable indicator of future performance and hrstoncal trends should not be used to anucrpate resu]ts or,
trends in future periods.

. B r PR - .
a Fa - ! ' ! - - LA

] - - . (S
' . 1 ) ', ' ' . . :

We are controlled by F irst Amer:can and asa result other stockholders have little or no mﬂuence over. | ..
stockholders’ decisions. :

As a'result of the June 5, 2003 mergers and our achISltlon of First American’s CIG arid related businesses,
First American and affiliates own 100% of our Class B common stock, which'have ten votes per sharé compared
to ane vote per share of our Cldss A commion stock. Consequently, First Amencan controls over 97% of the total
voting power of First Advantage and, therefore, First American has the right to control the outconie of ariy atter
submrtted for the vote or consent of First Advantage’s Stockholders; unless a separate class voté is required under
Delawaré law, First Americari has the voting power to control the election of our board of diréctors and is able to
cause an amendment of our cemﬁcate .of incorporation or: by]aws ‘First American also may be-able to cause i
changes in our business without seekmg the approval of any-other party: These changes may not be béneficial to
us or in the best interest of our other stockholders:'For example, First American has the power to'prevent, dela_y
or cause a change in control and could take other actions that might be favorable to First Américan; but not *
necessarily to other stockholdeérs, Similarly, Subject to restrictions contained in the standstill agreement entéred ’
into as part of the June 5, 2003 mergers, First American has the voting power 't exercise a 'controlling influence
over our business and affalrs and has the ablhty to make decmons concemmg such thlngs as:

3 . N

*  mergers or other busmess combmatlons
. purchasesorsalesofassets . T A L

. offermgs of securmes

. indebtedness that we may incur; and S = W T A Y S S -, TR

»  payments of any dividends.

We cannot assure you that First American’s ownershrp of our common stock or its relationship with us, Wll]
not have a material adverse effect on our overall business strategy or on the market price of our Class A‘common
stock.

Under The Nasdaq Stock-Market LLC {“Nasdaq™) corporate governance rules, if a single stockholder holds
more than 50% of the voting power of a company, that company is considered a “controlled company.” A .
controlled company is exempt from the Nasdaq rules requiring that a majority of the company’s board of
directors be independent directors and that the compensation and nomination committees be comprised solely of
independent directors. First American owns more than 50% of the voting power of First Advantage and we may
take advantage of such exemptions afforded to controlled companies.

First American could sell its controlling interest in us and therefore we could eventually be controlled by an
unknown third party. '

Subject to certain restrictions, First American could elect to sell all or a substantial or controlling portion of
its equity interest in us to a third party without offering to our other stockholders the opportunity to participate in
the transaction. If another party acquires First American’s interest in us, that third party may be able to control us
in the same manner that First American is able to control us. A sale to a third party also may adversely affect the
market price of our Class A common stock because the change in control may result in a change in'management
decisions, business polrcy and our attractiveness to future investors.

0

12




We have very little operating history as an independent company.

Before June 5, 2003, we had no operatmg history as a separate public company. Due to this lack of
operatmg history as a separate publtc company, there can be no assurance that our business strategy will be
successful on a long-term baSIS Several members of our management team have never operated a stand alone
public company.

We may need additional capital in order to finance operations or pursue acquisitions. Accordingly, we may
have to obtain our own financing for operations and perform most of our own administrative functions. There can
be no assurance that we will be able to develop successfully the financial and managerial resources and structure
necessary to operate as an independent public company, or that our available financing and anttcnpated cash flow
from operattons will be sufficient to meet all of our cash requirements. '

+
[ . . .- Lo

We are dependent on information suppliers. If we are unable to manage successfully our relationships with a’
number of these suppliers, the quality and avaalabr!uy of our services may be harmed o

We obtam some of the data used in our services from third party supplters and govemment entities. If a
number of suppliers are no longer able or are unwilling to provide us with certain data, we may need to find
alternative sources. If we are unable to identify and contract with suitable alternative data suppliers and integrate
these data sources into our service offerings, we could experience service disruptions, increased costs and
reduced quality of our services. Additionally, if one or more of our suppliers terminates our existing agreements,
there is no assurance that we will obtain new agreements with third party supphers on terms favorable to us, if at
all. Loss of suchaccess or the availability of data in the future due to increased govemmental regulatton or
otherwnse could have a matenal adverse effect on our busmess financial condition or results of operattons

We may be Sub_]ecl‘ 1o, increased regulauon regardmg the use of personal information. L

Certain data and services we prov1de are subject to regulation by various federal, state and local regulatory
authorities. Compliance with existing federal, state and local laws and regulaticns has not had a material adverse
effect on our results of operations or financial condition to date. Nonetheless, federal, state and local laws and
regulations in the United States demgned to protect the public from the misuse of personal 1nformat1on in the ]
marketplace and adverse publicity or potential litigation concerning the commercial use of such information may
increasingly affect our operations and could result in substantlal regulatory compllance eXpense, lttlgatton
expense and a loss of revenue. o - P ‘-

“a * . . - [

We face sign{ﬁcanr seciirity risks related to our electronic transmission of confidential information. - =~

We rely on encryption artd other technologies to provide system security to effect secure transmis'sionof
confidential or personal information. We may license these technologies from third parties. There is no assurance
that our-use of applications designed for data security, or that of third-party contractors will effectively counter
evolvmg security risks. A secumy or privacy breach could: .~ - . - : ' !

*  expose'usto ltablllty,
. mcrease our expenses relatmg to resolution of these breaches;

. deter customers from using our services; and

¢  deter suppllers from doing busmess with us. - S .o - . -

: Any mabtltty to protect the secunty and privacy, of our electromc transacttons could have a matenal adverse
effect on our busmess financial condttlon or results of operations..

' . . . -

*

: . " : : . [N} . N . .
. First Advantage may be adversely affected by recent high-profile events involving data theft at a number of .
information services compames

Several information services companies that are competttors of First Advantage have recently been mvolved
in high-profile events involving data theft. These incidents or similar data theft incidents in the future ¢ould.

13




.

impact First Advantage. In particular, these events could result in increased legal and regulatory scrutiny of the
industry in general and specific information services companies in particular and changes in federal, state and
local laws and regulations in the United States designed to protect the publlc from the misuse of personal
information in the marketplace. Changes in the laws and adverse pubhclty or potential litigation concerning the
commercial use of such information may affect First Advantage s operations and could resuit in substantlal
regulatory compliance expense, litigation expense and a loss of revenue.

" We could face liability based on'the nature of our services and the content of the materials prov:ded which
may not be covered by insurance.

We may face potentlal liability from individuals, government agencies or- busmesses for defamatton
invasion of privacy, negligence, copyright, patent or trademark infringement and other claims based on the nature
and content of the materials that appear or are used in our products or services. Insurance may not be available to
cover claims of these types or may not be adequate to cover us for all risks to which we are exposed. Any
imposition of liability, particularly liability that is not covered by insurance or is in excess of our insurance
coverage, could have a material adverse effect on our busmess financial condltlon or results of operatlons

- . . .
L}

We may not be able to pursue our acquisition strategy.

Oir strategy is to grow through acquisitions. For example, since January 1, 2006, we completed eleven
acqutsltlons We may not be able to identify suitable acquisition candidates, obtain the capltal necessary to
pursue our acquisition strategy or complete acquisitions on satisfactory terms. A number of our competxtors also
have adopted the strategy of expanding and diversifying through acquisitions. We likely will experience
competition in our effort to execute on our acquisition strategy, and we expect the level of competluon 0
increase. As a result, we may be unable to continue to make acquisitions or may be forced to pay more for the
companies-we are able to acquire. - :

’ 1)

The mregranon of compames we acqmre may be diffi cult and may resuit in a failure to reahze some of the
annctpa!ed potential berzef ts of our acqmsmons

When we acquire companies or busmesses we may nol be able to mtegrate or manage theqe businesses so .
as to produce returns that justify the investment. Any difficulty in successfully integrating or managing the
operations of the businesses'could have a material adverse effect on our business, financial condition, results of
operations or liquidity, and could lead to a failure to realize any anticipated synergies. Our management also will.
be required to dedicate substantial time and effort to the integration of our acquisitions. These efforts could divert
managernent s focus and resources from other strateglc opportumtles and operatmnal matters

Successful integration of the C redit Information Group into First Advantage is dependent on several factors,
and the failure to realize the expected benefits of the acquisition of the Credit Information Group could have

an adverse effect on our operations.

" First Advantage acquired the Credit Information Group frdm First American in September 2005, and, as a
result, First Advantage significantly increased the size of its operations and business. The integration of the
Credit Information Group into the operations of First Advantage and its subsidiaries involves the integration of
several businesses that previously operated 1ndependently We cannot assure you that First Advantage will be
able to integrate the opérations of the Credit Information Group without encountering difficulties. Any dnfﬁculty
in integrating the operations of the Credit Information Group successfully could have a material adverse effect on
the business, financial condition, results of operations or prospects of First Advantage, and could lead to a failure
to realize the anticipated benefits of the acquisition. Moreover, First Advantage’s management will be required to
dedicate substantial time and effort to the integration of the Credit Information Group. During the integration
process, these efforts could divert management s focus and resources from other strategic opportunities and
operational matters. ‘
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The continued success of the Credit Information Group is dependent on a number. of factors, some of which
may be beyond First Advantage’s control

. A substantial proportion of the revenue of the Credit lnformauon Group is derived from the resale toend
users of credit reports provided exclusively by the three repositories of credit information in the United States. In
certain transactions, such as those involving the resale of residential property, end users require the Credit
Information Group to provide a credit report derived from merged information supplied by all three repositories.
These repositories also sell credit reports directly to end users. There can be no assurance that a credit repository
will not attempt to gain a competitive advantage over the Credit Information Group by increasing the price it
charges the Credit Information Group for credit reports or.by selling credit reports to end users at a lower price
than the Credit Information Group can offer. Such practices may. make the credit report products of the Credit
Information Group less profitable or less attractive to end-users and, thus, may have a material adverse effect on
the results of operations or financial condition of the Credit Information Group.

: ‘ "L S . : - ‘ " o

In addition, a portion of the Credit Information Group's revenues that may in the future be received under an
outsourcing agreement with First American are dependent upon the performance of RELS, LLC (“RELS’), an - -
entity that is managed and controlled by First American, and thus are beyond the control of First Advantage. The
commercial arrangements under which RELS provides services and it derives revenues are based on agreements
with RELS’ single customer, which is the other member of RELS, whose interests may be different from and/or
adverse to First Advantage. These underlying arrangements are terminable with little or no notice. Accordingly,
there can be no assurances as to revenues, if any, that may in the-future be received by First Advantage under the
outsourcing agreement. The loss of such revenues could be material to Flrst Advantage. .

In connection with its acqulsmon of the Credlt Informauon Group, Flrsl Advamage entered into a new
services agreement under which First American agrees to.provide.a number of key services to First Advantage.
Under this agreement; First American-and its affiliates agree to serve as the exclusive resellers of credit reports
and related services compiled by the Credit Information Group to the mortgage market. First American has
agreed 1o provide these services for only a limited period of time, and there is no guarantee that First American
will continue to provide these services to First Advantage following the expiration of the term of the applicable
service under the amended and restated sér'vices‘agreement, or continue the price or other terms on which First
American might be willing to do so. In addition, since the sale of Credit Information Group reports and services
in the mortgage industry will be made exclusively by First American, the sale of these reports and services will -
be in accordance with the terms of the amended and restated services agreement, and there can be no assurances
as to the future amount of such sales or level of services beyond the term or in excess of the levels required under.
the services agreement. . Lo by

Finally, demand for a substantial portion of the Credit Information Group’s products generally decreases as
the number of lending transactions in which the Credit Information Group’s products, are purchased decreases.
Management of the Credit Information Group has found that the number of lending transactlons in which the
Credit Information Group’s products are purchased decreases when interest rates are hlgh ‘the supply of funds for
borrowing are limited or the United States economy is weak. First Advantage believes that this trend could
continue when these factors occur. . - P :

We may not be able to realize rhe entire book value of goodw:ll from acquisitions.

As of December 31, 2006, we have approxlmately $650.1 miilion of goodwill.-We have 1mplemented the
provisions of Statement of Financial Accounting Standards (“SFAS™) No. 142, “Goodwill and Other Intangible .
Assets,” which requires that existing goodwill not be amortized, but instead be assessed annually for impairment
or sooner if circumstances indicate a possible impairment. We will monitor for impairment of goodwill on-past
and future acquisitions. In the event that the book value of goodwill is impaired, any such impairment would be
charged to earnings in the period of impairment. There can be no assurances that future impairment of goodwill
under SFAS No. 142 will not have a material adverse effect on our business, financial condition or results of
operations. The goodwill valuation is performed by management. S ‘ g
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We currently do not plan to pay dividends.

We intend to retain future earnings, if any, which may be generated from operations to help finance the
growth and development of our business. As a result we do not anticipate paying dividends to slockholders for
the foresecable future - -

Our business depends on technology that may become obsolete.

We use the US SEARCH DARWIN™ technology and other information technology to better serve our
clients and reduce costs. These technologies likely will change and may become obsolete as new technologies
develop. Our future success will depend upon our ability to remain current with the rapid changes in the
technologies used in our business, to learn quickly to use new technologies as they emerge and to develop new
technology-based solutions as appropriate. If we are unable to do this, we could be at a competitive disadvantage.
Our competitors may gain exclusive access to improved technology, which also could put us at a competitive
disadvantage. If we cannot adapt to these changes, our business, firancial condition or results of operations may
be materially affected in an adverse manner.

Our Cldss A common stock has minimal liguidity due Io its small pubhc float.

Although as of December 31, 2006 there were approximately 58 million total shares of First Advantage
common stock outstanding, approxlmately 76% are owned by First American, approximately 6% are owned by
Experian and approximately 4% are held of record by Pequot Private Equity Fund II, L.P. Currently only
approximately 14% of our issued and outstanding shares are freely transferable without restriction under the
Securities Act. Accordingly, only:a small number of shares of First Advantage actually trade—between
January 1, 2006 and December 31; 2006 the average daily trading volume of our Class A common stock was -
approximately 54,000 shares per trading day. Consequently, our stockho]ders may have dlfﬁculty selling shares
of our Class A common stock. : : :

.
I

Significant stockholders may sell shares of our common stock that may E‘quse our share price to falf.

Subject to certain restrictions, First American may at any time convert each of its shares of our Class B
common stock into one share of Class A common stock. First American or Pequot may transfer shares of our
common stock in a privately-negotiated transaction or to affiliates or stockholders. Any transfers, sales or
distributions by First American or Pequot of a substantial amount of our Class A commen stock in the
marketplace, or to stockholders, or the market perception that these transfers, sales or distributions could occur,
could materially and adversely affect the prevailing market prices for our Class A common stock.

Conflict of interest may arise because certain of our directors and officers are also directors and officers of
the Company's related parties

Certain persons associated wnh the Company have a contmumg relanonshlp with related pames Parker
Kennedy, Chairman of the Board of First Advantage, also serves as Chief Executive Officer and Chairman of
First American and as an executive officer and board member of certain of its affiliates. As such he may have .
great influence on our business decisions. Mr. Kennedy, currently associated with First American, was asked to
serve as a director and officer of First Advantage because of his knowledge of, and experience with, our business
and its operations. Mr. Kennedy owns stock, and options to acquire stock, of First American. Donald Robert, a
director of First Advantage, is the Chief Executive Officer of Experian Group.-Frank McMahen, a director of
First Advantage, also serves as Chief Financial Officer and Vice Chairman of First American. Addltionally, two
of our directors, David Chatham and D. Van Sklllmg serve on the First American board

These affiliations with both First American and First Advantage could create, or appear to create, potential

conflicts of interest when this director and executive officer i is faced w1th demsmns that could-have different -
implications for First American and First Advantage. . )
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We are a party to a stockholders agreement that may impact corporate governance. . :

First Advantage, First American and Pequot have entered into a stockholders agreen'ient pursuant to which
First American has agreed to vote as many of its shares in First Advantage as is necessary to ensure that our
board of directors has no more than ten members and that a representative of Pequot who meets certain
requirements is elected a director of First Advantage or, at Pequot’s request, a board observer of First Advantage. |
Pequot’s right to designate a board member or observer will continue until such time as Pequot and its affiliates’
collective ownership of First Advantage stock is less than 75% of the holdings Pequot received in the June 5,

2003 mergers. As a result of this arrangement and First American’s dominant ownership position in First
Advantage, holders of First-Advantage Class A common stock (other thian Pequot) will have little or no ability to
cause a director selected by such holders to be appointed to our board of directors and, consequently, little or no
ability to influence the direction or management of First Advantage. o . ! -

Our results of operations may be affected by the seasonality of our business.
s

Historically, we have seen a decrease in our volumes in certain segments of our business, in partlcular our
Employer Services and Multifamily segments due to the hollday season and inclement weather that results in
declines in hiring and apartment rental activity. Accordmgly, there may be a decrease in eammgs in the first and
fourth quarter as compared to the second and third quarter.

| .
v [

We are subject to significant competition in many of the markets in which we compete.

The information industry in which we operate is highly competitive, and is expected to remain highly -
competitive. In each of the markets served, we compete on the basis of price, quality, customer service and
product and service selection. Our competitive position in various market segments depends upon the relative
strength of competitors in the segment and the resources devoted to competing in that segment. Due to their size, -
certain competitors may be able to allocate greater resources toa particular market segment than wecan. Asa
result, these competitors may be in a better position to anticipate and respond to changing customer preferences,
emerging technologies and market trends. In addition, new competitors and alliances may emerge to take market ;
share away. We may be unable to maintain or strengthen our competitive position in our market segments,
especially against larger competitors. We any incur additional costs to upgrade systems in order to compete. If -
we fail to successfully compete, our business, financial position and results of operations may be adverscly
affected

Our failure to attract and retain qualified personnel would have a material adverse effect on our business.

We cannot be certain that we can continue to attract and retain sufficient qualified management, technical,
sales or other personnel necessary to conduct our business successfully. The resignation, retirement, death or
disability of the Chief Executive Office or Premdcnt and the inability to sufficiently rep]ace either posmon could
adversely affect our business.

v

We cannot assure that our smck price will no! faH

The market price of our Class A common stock could be subject to s:gmﬁcant fluctuatmns Among the
factors that could affect our stock price are:

«  quarterly variations in our operating results; - o ot
«  'changes in revenue or earnings estifnates or publication of research reports by analysts;
. failure to meet analysts’ revenue or ea1'11ings estimaltes;
*+  speculation in the press or investment community; )

strategic actions by us or our competitors, such as acquisitions or restructurings; -
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* actions by institutional stockholders; . . °~ .
* . general market conditions;

*  domestic and international economic factors unrelated to our performance and

s .. . '

[ K

»  changes in 1nlemal controls over ﬁnancral repomng

Our caprtal raisin g efforts may drlure smckholders mterests )

If we raise additional capital by lssumg equity securities, the issuance wrll result in ownershlp dilution o
our existing stockholders. The extent of the dilution will vary, based upon the amount of capital raised. _
Item 1B. Unresolved Staff Comments.
None.

Avmlable Informatlon

.
o

We mamlam a website, www. fadv com, which includes ﬁnancral and other information for investors. Our
annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to
those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 are.
available through the investor relations page of our website as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the Securities and Exchange Commission (“SEC”). Our
website and the information contained therein or connected thereto are not intended to be incorporated into this
annuat report on Form 10-K, or any other ﬁlmg with the Securities and Exchange Commission unless we
expressly mcorporate such matenals

PR Lhe

The publrc can read and copy any materials the Company files with the SEC at the SEC’s Public Reference
Room at 450 Fifth Street, N.W. . Washington D.C. 20549. The public can obtain information on the operation of
the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC also maintains an Internet site, '
WWW.5€C.20V v that contains reports, proxy and information statemems ‘and other information regarding i issuers _

- that file electromcally with the SEC ' . o .

Item 2. Properties - ' -

Our corporate headquarters is located in approximately 74,000 square feet of office space in St. Petersburg, .
Florida. The Company’s Florida based employment background screening group and investigative services group
also reside in this office space. The lease commenced in April 2005 and terminates One Hundred Fifty-Six
(156) months from the commencement date. Curfent' monthly tent is approximately $128,000.

“The Company’s Lender Services segment and certain busmesses in its Dealer Servrces segment lease two
office buildings from First Ameriéan in Poway, California. The total square footage is approxrmately 153 000
and the monthly rent is approximitely $169, 000. The lease commenced in September 2005 and expires m S:xly
(60) months from the commencement date.

First Advantage, through its subsidiaries, maintains approximately 92 other offices in North America and
abroad. These ofﬁces all of which are leased, compnse a lotal of approxrmalely 819 000 square feet of space.

Item 3. Legal Proceedings -

First Advantage’s subsidiaries are involved in litigation from time to time in the ordinary course of their
businesses. We do not believe that the outcome of any pending or threatened liigation involving these entities
will have a material adverse effect on our financial posrtron operating results or cash flows.

A subsidiary of the Company is a defendant in a class action lawsuit that is pending in federal court in New
York. The parties reached a settlement agreement in principal pending court approval. The plaintiffs allege that
our subsidiary, directly and through its agents, violated the Fair.Credit Reporting Act, New York’s Fair Credit
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Reporting Act and New York’s Deceptive Practices Act by failing to use reasonable procedures to ensure the
maximum possible accuracy when issuing tenant reports. The action sought injunctive and declaratory relief,
compensatory,-punitive and statutory damages, plus attorneys’ fees and costs. If approved by the court, the
settlement does not have a material adverse affect on its financial condition, results of operations or cash flows.

Two subsidiaries are defendants in separate class action lawsuits that are pending in state court in _
California. The plaintiffs in both cases allege that our subsidiaries, directly and through their agents, violated the
California Consumer Credit Reporting Agencies Act and California Business and Professions Code by failing to
use reasonable procedures to ensure the maximum possible accuracy when issuing tenant reports. The actions
seek injunctive relief, an accounting, restitution, statutory damages, interest, punitive damages and attorneys’
fees and costs. In one of the cases, the court has denied the plaintiff’s motion of class certification. The Company
does not believe that the ultimate resolution of these actions will have a material adverse affect on its financial
condition, results of operations or cash flows.

) One subsidiary has been recently named in a class action lawsuit in New Jersey in which certain plaintiff
health care professionals allege that the company acting as a third party administrator for state or governmental
licensing boards or agencies improperly employed a certain type of substance testing which the plaintiffs contend
is unreliable and rendered results which led to suspension or revocation of their health care licenses. The actions
seek damages, interest, punitive damages, injunctive relief, and attorneys’ fees,and costs. The Company does not
believe that the ultimate resolution of this action will have a material adverse affect on its financial condition,
results of operations or cash flows. . ) . o 1

Item 4. Submission of Matters to a Vote of Security Holders

No matters were submmed to a vote of security holders during the guarter ended December 31, 2006

o+
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] ) oy, B ' P © LY
Item 5.Market for Reglstrant’s Common Equlty, Related Stockholders Matters and Issuer Purchasos of
Equity Securities. : 1 . . T T

Class A Common Stock Market Prices and Dividends . . y

Our Class A common stock is quoted on The Nasdaq Stock Market LL.C under the symbol *FADV™. Qur
Class A common stock commenced trading on June 6, 2003. The following table sets forth, for the periods
indicated, the high and low sale prices of our Class A common stock as reported-on The Nasdaq Stock Market -

- o ' ‘ P T b .
, 2006 . .. . 2005 .
-High Low ;.. High Low
Quarter ended March 31, . ........ouueeeinnnnnnn., $2867 $2222 $2262 SI8.79
Quarterended June 30, .......... ... ... i, $26.95% $20.77 $24.19  $20.17 ]
- Quarter ended September 30, ... ... .. . i $22.86 -- $19.04 - $29.40 - $23.19° '
Quaner ended December 31, ............... Ve - $23.34 $18.69 $30.56 $25.06

LA

Thc approx1mate number of record holders of Class A common stock on January 31, 2007 was 61.

t N 0 *

Our Class B common stock is not listed or quoted on any exchange or quotation system. The Firs’t American
Corporation and its affiliates own all of our outstanding Class B common stock.

We have not paid any dividends on either our Class *A common stock or our Class B common stock and we
do not anticipate paying any dividends on our common stock in the foreseeable future. We currently intend to
retain our future earnings for use in the operation and expansion of our business.

Securities Authorized for Issuance under Equity Compensation Plans .

The following table sets forth details regarding equity securities of the Company that were authorized for
issuance under equity compensation plans of the Company as of December 31, 2006.

Remaining Available for
Future Issuance

Number of Securities Under Equity
to be Issued Upon Weighted-Average Compensation Plans
Exercise of Exercise Price of (Excluding Securities
~ Outstanding Options Outstanding Options Reflected in Column (a})
{in thousands, except per share amount} (a) ()] (c}
Equity compensation plan approved by security .
holders . ....... ... ..o, 4,131 21.67 2,869
Equity compensation plan not approved by
security holders @ . ... ... ... ............ 71 34.33
Warrants not approved by security holders & .. .. 166 21.23

() Consists of the 2003 First Advantage Incentive Compensation Plan. See Note 14 to the Company’s Notes to
Consolidated Financial Statements for additional information. .

2 Consists of shares relating to all outstanding options and warrants assumed by the Company in connection
with the merger with US SEARCH.com Inc. See Note 14 to the Company’s Notes to Consolidated Financial
Statements for additional information. -
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Recent Sales of Unregistered Securities . L

In connecuon with'the June 5. 2003 merger of the Company with the FAST division of First American and’
with US SEARCH.com Inc. we issued 16,027,285 shares of our Class B common stock to First American. We
issued‘these shares to First American in exchange for all of the equity of the compames compnsmg the FAST
division of First American and certain other covenants of First American.

On September 14, 2005, the Company completed the acqutsmon 1o buy First American’s CIG Business
unde¥ the terms of the master transfer agreement, First Advantage paid for the CIG Business and related
businesses with 29,073,170 shares of its Class B common stock and repald in'full, the pnncrpal debt amount of
$20 million by i issuing 975, 610 shares of its Class B common stock

, On March 23, 2006, the Company tssued 1,650,455 shares of its Class B, common stock to FADV Holdings
LLC,a subsrdrary of First Amencan The issuance of the CIass B commen stock was in accordance with the
Master Transfer agreement with First American for the purchase of its CIG Business, which included the
purchase of First American’s minority interest in DealerTrack Holdings, Inc. (“DealerTrack”). The Master
'Tr'ansfer'ag'reement required the Company to issue additional shares of Class B common stock to First American
in the event that DealerTrack consummated an initial public offering of its stock before the second anniversary of
the closing of the CIG acquisition and the value of the minority interest in DealerTrack exceeded $50 million.
The initial public offering:was completed by DealerTrack on December 16, 2005. The Master Transfer
agreement required the Company to issue the number of shares equal to the quotient of (x) 50% of the amount by
Wthh the value of the DealerTrack interest exceeds $50 million (based on the average closing price per share of
DealerTrack’s stock over the 60 business day period beginning on the fifth business day after the compleuon of
its initial publrc offermg) dmded by (y) $20. 50

"+ *Each share of Class B common stock is converuble into a single share of Class A common stock at the
election of First American, at such time as First American and its affiliates collectively own less than 28% of the
total issued and outstanding shares of our capital stock or upon transfer of any shares of Class B common stock
to a person other than First American or an affiliate of First American (excluding distributions by First American
1o its shareholders in a tax-free “spinoff” under Section 355(a) of the Internal Revenue Code of 1986, as
amended, and any subsequent transfers of such shares) o '

In issuing these shares we relied on exemptions from registration under Section 4(2) of the Securities Act of
1933 and Rule 506 promulgated pursuant to the Securities Act of 1933. We believed the issuance to be exempt -
from registration because First American, as a corporation with total assets in excess of $5,000,000, was an
accredited investor and the transaction otherwise met the requirements for exemption from registration.

There were no shares purchased since the mceptlon of the Company, as part of a repurchase plan or
program . .

Item 6. Selected Financial Data

The Company's operating results for the five years ended December-31, 2006 include results for the
acquired entitiés (éxcluding the CIG Business) from their respective dates of acquisition. The acquisition of the
CIG Business by First Advantage was a transaction between businesses under the common control of First
American. In an acquisition of businesses under common control, the acquiring company records acquired assets
‘and liabilities at historical costs. The historical income statements of First Advantage for the five years ended
December 31, 2006'include the operations of the CIG Business at historical cost assummg the acquisition was
completed on January 1, 2002. .

Certam amounts for the year ended December 31, 2005, 2004, 2003, and 2002 have been reclassrﬁed to
conform to the 2006 presentation. * v :
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| The results of operations for the year ended December 31, 2003, include $3.2 million of nondeductible
I merger costs that First Advantage incurred in connection with its acquisition of the CIG Business from First
i American; $2.0 million of costs incurred in connection with the relocation of the comparny’s corporate

‘ headquarters and other office consolidations; and $0.6 million of costs related to the launch of the corporate
branding initiative that was announced in June 2005.

In fourth quarter 2006, DealerTrack completed a follow on offering of its stock. The Company recognized a
pretax investment gain of approximately $7.0 million. In the fourth quarter of 2005, the Company recorded a
pre-tax gain of $9.5 million as a result of DealerTrack’s sale of 6.7 million shares of its common stock in an
initial public offering. The sale of the stock was at a price per share in excess of its carrylng value, As a result of
the issuance of the shares, the Company’s ownership interest in DealerTrack decreased to approximately 14%.

This information is only a summary and should be read in con_puncuon with the audited financial statemems
and accompanying notes inclided in Item 8 “Financial Statements and Supplementary Data”.

For the year ended December 31,

(in thousands, except per share amounts) 2006 2005 2004 7 2003 ° 2002

Income Statement Data: ' o . ‘

Service revenue . ... ... P U .. U8 '764,841  $596,105 '$472,142  $388,776  $291,215

Reimbursed government fee r@éven’ue ..... e 52,723 47644 - 44,599 31,585 27,885
Total revenue ...... .. e _ 817,564 643,749 5-16.741 420,361 319,100

Costof servicerevenue ...........ccc0uvevnnnnn 238,622 183,976 .147,724 120,890 " 85,015

Government feespaid ........................ 52,723 47,644 44,599 31,585 27,885
Total cost of service ..................... T291,345 231,620 192,323 152,475 112,900
Grossmargin ........, . ... .. 0neunn.n. . 526,219 412,129 324,418 267.886 206,200

Operating expenses ...............ooeeeeenn.. 405,854 314,126 252,192 . 208,526 157,876

Impairmentloss-............. ... .. i, ' — — — 1,739 —

"Income from operations .................. C 120,365 98,003 72,226 57,621 48,324

Total interest (expense) income, net ............. (12,409) (6,468) (1,955 37 - (159)

Equity in earnings (loss) of investee ............. 2,299 1,385 1,782 (326) -

Gainon sale ofinvestment .................... 6,993 9,471 . — 13,028 | —

Income before income taxes and minority ‘ :

IEreSt ... e e - 117,248 102,391 - 72,053 70,640 - 48,165
Provision for income taxes. . ... ....... e 47773 .43,522 29,720 32,755 19,600
Income before minority interest . ........... o 69,475 58,869 42,333 37,885 28,565
Minority interest . ............ e e 3,314 443 — — —_
Netineome ...t $ 66,161 3 58426 $ 42,333 $ 37,885 §$ 28,565
Balance Sheet Data: . .
Totalassets ............eiiiieonnaan,. $1,089,923 $986,064 3$603,104 $467,369 $332,348
Long-termdebt .................. e $ 179,531 $182,127 % 86480 $ 14499 § 651
Stockholders’ equity .......................... 3 674941 $582,848 3418,187 5369,013 3$275,188
Per Share Information: ’

Net income T - :
Basic ............... . 8 115§ L1100 § 085 % 079 $§ 067
Diluted .......... e .8 1l4 $ 109 § 085 3 079 % - 067

Weighted average shares outstanding :
Basic .......ciiiti i 57,502 52,884 49,711 48,066 42 857
Diluted ............... e ... .. . 58,079 - 53,593 50,036 48,202 42,857

Total shares outstanding at December 31, ........ 58,179 55,765 50,084 47,723 - N/A
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Overview o S ' |

First Advantage Corporation (NASDAQ: FADV) (“First Advantage” or the “Company”) provides global
risk mitigation, screening services and credit reporting to enterprise and consumer customers. The Company
operates in six primary business segments; Lender Services, Data Services, Dealer Services, Employer Services,
Multifamily Services, and Investigative and Litigation Support Services. First Advantage is headquartered-in
St. Petersburg, Florida, and has more than 4,400 employees in offices throughout North America and abroad.

The Lendér Services segment provides specialized credit reporting services, strategic marketing solutions,
anti-fraud/identity verification tools, and broker certification services for morigage and home equity lenders.
Specialized credit reporting services includes delivering consolidated consumer credit reports to the mortgage
and home equnty industries, These reports are derived from credit reports obtained from one er more of the three
United States primary credit bureaus, and may be merged or specially formatted for ease of use by lenders and
other ﬁnanmal institutions.

The Data Services segment includes business lines that provide transportation credit reporting, motor
vehicle record reporting, fleet management, supply chain theft and damage mitigation consulting, consumer
location, criminal records reselling, subprime credit reporting, lead generation and consumer credit reporting.
Products and services offered by the Data Services segment include driver history reports, véehicle registration,
credit reports on cargo shippers and brokers, individuals’ credit reports, arid membership-based consumer
products and services. In addition, the consumer location business allows customers to obtain addresses, aliases,
listed phone numbers, property ownershlp court records and other public data through the US SEARCH Web
site.

The Dealer Services segment provides specialized credit reporting services, credit automation software, and
automotive lead generation services. Specialized credit reporting services include delivering consolidated
consumer credit reports to the automotive, recreational vehicle, marine and manufactured housing marketplace.
These reports are derived from credit reports obtained from one or more of the three United States primary credit
bureaus, and may be merged or specially formatted for ease of use by dealers and financial institutions. The
Dealer Services segment provides credit automation and loan-origination software that helps organizations meet
their lending, leasing, and other credit automation needs. Designed to drive consumers into an auto dealership to
buy a vehicle, the segment’s automotive lead generation services provide advertising and other marketing,
telemarketing, fulfillment and customer management solutions.

The Employer Services segment includes employment background screening, hiring management systems,
occupational health services, and tax incentive services. The Employer Services segment serves approximately
17,000 customers, including approximately a quarter of the Fortune 1000 companies, Products and services
relating to employment background screening include criminal records searches, employment verification,
education verification, social security number verification and credit reporting. Hiring management sysiems
provide recruiting strategies, applicant tracking, and talent management software. Occupational health services
include drug-free workplace programs, physical examinations and employee assistance programs. Tax'incentive
services include services related to the administration of employment-based and location-based tax credit and”
incentive programs, sales and use tax programs and fleet asset management programs. The professional employer
organization provides compames with comprchenswe outsourced management of payroll and human resource
management.’

.

The Multifamily Services segment includes resident screening services. Resident screening services include
criminal and eviction records searches, credit reporting, employment verification, lease performance and
payment histories. Other products and services offered by this segment include renters’ insurance, property
performance analytics and property management software. The Multifamily Services segment serves
approximately 35,000 customers, The Company has a proprietary database of approximately 34 million landlord-
tenant records that include eviction court records, rental histories, payment trends and landlord contributed data.
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The Investigative and Litigation Support Services segment offers surveillance services, field interviews,
computer forensics, electronic discovery, due diligence reports and other high level investigations. These services
are provided to approximately 2,000 enterprise customers nationwide, including insurance agcnts claims
adjusters and risk managers law firms and financial institutions. © ‘

First Advantage intends to continue its efforts to consolidate the operations brought together in mergers and
acquisitions. First Advantage also intends to continue pursuing acquisitions of businesses that will enable the
Company to enter new markets as well as increase existing market share. First Advantage also expects to pursue
acqumtlon oppomlmties which will enable the Company to enter into related product ﬁelds

First Advantage generates revenue in the form of fees from reports created from searches performed, credit
reports delivered to its customers, project and consultmg fees, membership fees collected on its credit momtormg
membership products, sale of software licenses, maintenance, custom programming, and related services
provided. First Advantage generally enters into agreements with customers that provide for a fixed fee per report
or for services provided. For purposes of analyzing operating results, operating margin and operating costs are
compared to service revenues, excluding reimbursed government fee revenue. Elimination of inter-segment -
revente is included in lhe Corporate segment.

Cost of sales includes fees pzud to vendors or agencies for data procurement, spec1men collection, laboratory
testing, and mvesugators compensation, benefits and travel expenses,

First Advant.:igc’s'operating expenses consist primarily of compensation and benefits costs for employees,
commissions, occupancy and related costs, other selling, general and administrative expensés associated with
operating its business, depreciation of property and equipment and amortization of intangible assets. The
Company’s expenses are likely to increase with increasing revenue levels.

The results of operations for the year ended December 3 1,.2005, include $3.2 million of nondeductible
merger costs that First Advantage incurred in connection with its acquisition of the Credit Information, Group
(*CIG”y Business from The First American Corporation (“First American™); $2.0 million of costs incurred in
connection with the relocation of the company’s corporate headquarters and other office consolidations; and $0.6
million of costs related to the launch of the corporate branding initiative that was announced in June 2005. These,

costs are included in the Company’s Corporate segment. ) -

Critical Accounting Estimates

First Advantage believes the following are the more critical accounting estimates that impact its financial .
statements, In connection with the preparation of our financial statements, management is required to make
assumptions and estimates about future events, and apply judgments that affect the reported amounts of assets,
liabilities, revenue, expenses and the related disclosures. Management's assumptions, estimates and judgments
are based on historical experience, current trends and other factors that management believes to be relevant at the
time the consolidated financial statements are prepared. Alihough First Advantage believes that its estimates and
assumptions are reasonable, future events and their effects cannot be determined with certainty, actual results. |
could differ from our assumptions and estimates, and such differences could be material.

The Company’s significant accounting policies are discussed in Note 2, Summary of Significant Accounting
Policies, of the Notes to Consolidated Financial Statements, included in Item 8, Financial Statement and
Supplementary Data, of this Annual Report on Form 10-K.

Basis of Presentation and Consolidation

First Advantage’s discussion and analysis of financial condition and results of operations is based upon its .
audited consolidated financial statements, which have been prepared in accordance with generally accepted
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accounting principles. The Company’s operating results for the years ended December 31, 2006, 2005 and 2004
include results for the acquired entities, excluding the CIG Business, from their respective dates of acquisition.
The acquisition of the C1G Business by First Advantage is a transaction between businesses under the common
control of First American. In an acquisition of businesses under common control, the acquiring company records
acquired assets and liabilities at historical costs. The historical income statements and statement of cash flows of
First Advamage for the years ended December 31 2005, and 2004 have been restated to include operations of the
CIG Business at historical cost assuming the acquisition was completed on January 1, 2004.

r
'

The Company uses the equity method to account for investments for which we have the ability to exercise
significant influence over operating and financial policies. The consolidated net income includes the Company’s
share of the net earnings of DealerTrack. First Advantage's judgment regarding the level of influence over the
investment of DealerTrack includes considering key factors such as ownership interest, representation on the
board of dlrectors and participation in policy-making decisions.

*The elmunauon of intra- -segment revenue and cost of service revenue is included in Corporate These
transacuons are recorded at cost

2

Revenue Recognition

Revenue from the sale of reports and leads is recognized at the time of delivery, as the Company has no
significant ongoing obligation after delivery. Revenue from investigative and litigation support services is
recognized as services are performed. In accordance with generally accepted accounting prmc1p1es the Company
includes relmbursed govemment fees in revenue and in cost of service. )

s o . '

Revenue Via the eAdvertising hetwork of LeadClick Media, 'Inc is recognized when transactions are
completed as evidenced by qualifying actions by end users of the publishers and for advertiser on the proprletary
eAdvertising network. Revenue as a result of list management services is recogmzed when transactions’ are .
completed as evidenced by qualifying actions of end users. In most instances, the qualifying action that _
completes the earnings process is the submission of an on-line form that generates a sales lead via the internet.’

Membership fees, billed monthly to member’s atcounts, are recogriized in the month the fee is earned. A
portion of the membership revenue received is paid in the form of a commission to clients and is reflected in -
other operating expenses. Revenue earned from providing services 1o third party issuers of membershlp bascd
consumer products is recognized at the time the service is provided, generally on a monthly basis.

Software maintenance revenues are fecognized ratably over the term of the maintenance period. Custom
programming and professional consulting service revenue is recognized using the percentage-of-completion
method pursuant to Accounting Research Bulletin (ARB) No. 45 “Long-Term Construction-Type Contracts.” To
the extent that interim amounts billed to clients exceed revenue earned, deferred income is recorded. Other
revenue is recognized upon completion of the contractual obligation, whlch is lyplcally evidenced by delivery of
the product or performance of the service, )

Allowance for Uncollectible Receivables

The allowance for all probable uncollectible receivables is based on-a.combination of historical 'data, cash
payment trends, specific customer issues, write-off trends, general'cconomic conditions and other factors. These
factors are continuously monitored by management to arrive at an estimate for the amount of accounts receivable
that may ultimately be uncollectible. In circumstances where First Advantage is aware of a specific customer's
inability to meet its financial obligations, First Advantage records a specific allowance for bad debts against
amounts'due to reduce the net recognized receivable to the amount it reasonably believes will be collected. This
analysis requires making significant estimates, and changes in facts and circumstances could result in matena]
changes in the allowance for uncollectible receivables. CoTL

25




Capitalized Software Development Costs 7, Lo ]

First Advantage capitalizes costs associated with developing software for internal use, which costs primarily

include salaries of developers. Direct costs incurred in the developmcnt of software are capitalized once the

- preliminary project stage is completed, management has commltted 10 fundmg the project and completlon and
use of the software for its intended purpose are probable. First Advantage ceases capitalization of development
costs once the software has been substantially completed at the date of conversion and is ready for its intended
use. The estimation of useful lives requires a significant amount of judgmernit related to matters, specifically,
future changes in technology. The Company belleves there have not been any events or circumstances that
warrant revised estimates of useful lives. |

.
T

Database'Development Costs ' : - . . L e L

Database development costs represent expenditures associated with First Advantage’s databases of
information for customer usage. The costs are capitalized from the time technological feasibility is established
until the information is ready for use. The estimation of useful lives requires a significant amount of _]udgment _
related to matters such as future changes in technology, legal issues related to allowable uses of data and other
matters. The Company believes there have not been any events or circumstances that warrant revised estimates of
useful lives. : '

Impa:rment of Intangible and Long-Lived Assets

. L

First Advantage carries mtanglble and long—llved assets at cost less accumulatcd amortization (where
applicable). Accounting standards require that assets be written down if they become impaired. Intangible and
long-lived assets are reviewed for impairment whenever ¢vents or changes in circumstances indicate that the
carrying amount of an asset is not recoverable. At such time that an impairment in value of an intangible or long-
lived asset is identified; the impairment will be measured as the amount by which the carrying amount of a long-
lived asset exceeds its fair value. Fair value is determined by employing an expected present value technique,
which utilizes multiple cash flow scenarios that reflect the range of possible outcomes and an appropriate
discount rate. In accordance with SFAS No. 142, “Goodwill and Other Intangible Assets,” the Company
completed a goodwill impairment test, for the year ending December 31, 2006, for all reporting units. A
valuation date of September 30, 2006 was used for this impairment test and was performed by management. The
test determined that each reporting unit had a fair value in excess of carrying value, therefore, no goodwill
impairment was recorded. . ) , o

These types of analyses contain uncertainties because they require management to make assumptions and to
apply judgments to estimate industry economic factors and the profitability of future business strategies. The
Company does not believe there is a reasonable likelihood that there will be a material change in the future
estimates or assumptions we use to test for goodwill impairment losses. However, if actual results are not
consistent with the Company s estimates and assumptions, we may be exposed to an impairment charge that
could be material. :

Purchase Accounting

First Advantage completed eleven acquisitions in 2006, fifteen acquisitions in 2005, and fourteen
acquisitions in 2004, The purchase method of accounting requires companies to assign values to assets and
liabilities acquired based upon their fair values. In most instances, there is not a readily defined or listed market
price for individual assets and liabilities acquired in connection with a business, including intangible assets. The
determination-of fair value for assets and liabilities in many-instances requires a high degree of estimation. The
valuation of intangibles assets, in particular, is very subjective. First Advantage generally uses internal cash flow
models and, in certain instances, third party valuations in estimating fair values. The use of different valuation .
techniques and assumptions can change the amounts and useful lives assigned to the assets and liabilities
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acquired, including goodwill and other intangible assets and related amortization expense. Amounts allocated to
certain assets and liabilities as of December 31, 2006 are based on preliminary estimates of fair value and may be
revised in 2007. The Company does not anticipate that revisions to the amounts allocated to acquired assets and
liabilities, if any, will be significant to the Company’s financial statements.

Share Based Compensatlon

Effective January 1, 2006, the Company adopted SFAS No. 123R (revised 2004), “Share-Based Paymcnt
which is a revision of SFAS No. 123 “Accounting for Stock- -Based Compensation” and supersedes Accounting
Principles Board (“APB") Opinion No. 25 “Accounting for Stock Issued to Employees” and its related
implementation guidance. The Statement focuses primarily on accounting for transactions in which an entity
obtains employee services in share-based payment transactions. SFAS No. 123R requires a  public entity to
measure the cost of employee services received in exchange for an award of equity instruments based on the
grant-date fair value of the award (with limited exceptions). The cost is recognized over the period during which
an employee is required to provide services in exchange for the award. The Company adopted SFAS No. 123R
using the modified prospective method. Under this method, results of prior périods are not restated. Share-based
compensation expense for the twelve months ended December 31 2006 was $10.9 million ($8.0 million after tax_
or $0.14 per basic and diluted share)

Option-pricing models and generally accepted valuation techniques require management to make
assumptions and to apply judgment to determine the fair value of our awards. These assumptions and judgments
include estimating the future volatility of the Company’s stock price, expected dividend yield, future employee
turnover rates and future employee stock options exercise behaviors. Management does not believe there is a -
reasonable likelihood there will be a material change in the future estimates or assumplions we use to determine
share-based compensation expense. However, if actual results are not consistent with our estimates or

assumptions, share-based compensation expense reported in our financial statements may not be represematlve of

the actual economic cost of the share-base compensation.

- Income Taxes

The Company estimates its effective income tax rate based upon a variety of factors including, but not
limited to, the expected revenues and resulting pretax income for the year, the composition and geographlc mix .
of the pretax income and the ratio of permanent differences to pretax income. Any changes to the estimated rate
are made prospectwely in accordance with Accounting Board Opinion No. 28, “Interim Financial Reporting.”
Additionally, management makes estimates as to the amount of reserves, if any, that are necessary for known and
potential tax exposures.

In July 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes—an interpretation of FASB Statement No. 109" (“FIN 48™),
which clarifies the accounting for and disclosure of uncertainty in tax positions. FIN 48 prescribes a recognition
threshold and measurement attribute for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. FIN 48 also provides guidance on derecognition, classiﬁéatipn,
interest and penalties, accounting in interim periods, disclosure and transition associated with tax positions.. The
provisions of FIN 48 are effective for fiscal years beginning after December 15, 2006. The Company is currently.
evaluating the effects of adoption on its consohdated financml statements and the impact, if any, is not known at-

this time. .-
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The following is a summary of the operating results by the Company’s business segments for the three’ years

.Operating margin percentage .. .. .. 28.1% 19.2% 11.7% 8.1% 22.7%
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ended December 31, 2006. : : _ '
- - o i B ' "Invest/ i
R - Litigation 4
Lender Data Dealer Employer Multnfamlly Support
(in thousands) Services Services Services Services Services Services  Corporate Total
2006 ' '
Servicerevenue ................ $175,991 $148.724 $120,780 $195,180 $68,811 $59,162 $ (3,807) $764,841
-Reimbursed government fee e o . ! o
TEVENUE .., .. roenenn o — 44420 — 11400 - — (3,097) ' 52,723
Total revenue ....... [ 175991 193,144 120,780 206,580 68.811 59,162 (6,904) 817,564
Cost of service revenue .......... 57,608 44,046 - 64,265 58,537 6,601 ° 11,044 (3,539) 238,622
Government fees paid'. . .......... o — 44,420 = 1,400 . — L= (3,097 52,723
Total cost of service ~..... .. 57,608 88.466. 64,265, 69,937 6,661 11,044 (6,636) 291,345
Grossmargin, .................. 118,383, 104678 = 56,515 136 643 62,150. . 48,118 (268) 526,219
Salaries and benefits . ............ 48,668 23434  .16,558 °'71,028 " 26, 221" 23 478 28,283 237670
Facilities and e : o .
telecommunications . .......... . 191 3,108 1,585 -, 8‘297 3,706 1,748 . . 4,332 30,067
Other operating expenses ....... -, . 1,398 25,365 19,430 28,979 12,573 8,311 2,909 98,965
Depreciation anld amortization ..... - 6,755 11,709 2,829 8,507 4,522 3,204 1,626 39,152
Income (]osé) from operations . .. .. $ 54271 § 41,062 $ 16,113 §$ 19,832 $15,128 §11,377  $(37.418) '$120,365
Operating margin percentage . . . . .. 308%  27.6%  133%  102%  220%  192% N/A 15.7%
. . [nvest/
Litigation
) Lender Data Dealer Employer - Multifamily Support
P . Services Services Services  Services Services Services - Corporate  Total
2005 g o ' ] : . oo
Service revemue ............. $168,327 § 91,699 § 98,357 $143.839 563,254 $34,580, § (3.951) $596,105
Reimbursed’ govemmem fee ) ° ' ’
revenue ............. I — 2 36432 .. — - 10,556 - —_ (2,344) 47,644
] Total revenue ". .. .. Yol el 168,327 0 131,131 98,357 154,395 63,254 34,580 {6,295) 643,749
-Cost of service revenue ........... 55,094 16,756 50,218 -46,654 6,232 12,980 {3,958) 183976
Government feespaid . ........... — 39,432 — 10,556 — — (2,344) 47,644
Total cost of service ......... 55,094 56,188 50,218 57.210 6,232 12,980 {6,302) 231,620
Grossmargin .................. 113,233 74,943 48,139 97,185 57.022 21,600 7 412,129
Salaries and benefits ............. 49,815 15,776 14,603 52,005 22,589 12,284 13,855 180,927
Facilities and - o K . . e,
tetecommunications ©.......... 7.146 2,507 1,283 _ 6,259 3,318 1,204 4,026 25,743
Other operating expenses ......... " 1,341 20,404 16,305 20,309 10,884 4,123 6,485 79,851
Depreciation and amorftization . . ... v 6,726 . 6,796 2,389 . 5.311 -, 4,109 ., 1,882 392 , 27,605
Income (loss) from operations .. . .. $ 48205 °$ 29460 $ 13,559 $ 13,301 $16,122 . § 2,107 $(24,751) . $ 98,003
Operating margin percentage .. .. . . " 28.6% 32.1% 13.8% 9.2% 25.5% 6.1% N/A " 16.4%
' Invest/ )
v . . Litigation
Lender Data Dealer © Employer Multifamily °"Support .
. o Services Services = Services  Services Services Services " Corporate - Total
2004 -y a T " .t : .
Service revenue ................ 8135201, $ 74905 $ 69,842 $115461  $54.135 . $25714  § (3,116) $472.142
Reimbursed government fee ) . ,
TEVENUE ............ R —= - 34,452 — 10,147 - C— — — 44,599
Total révenie .............. 135201 109,357 69,842 125608 54,135 25,714 (3.116) 516,741
Cost of service revenue . ......... 39,920 - 16,556 32,512 42,823 - 6,027 13,002 . (3.116) 147724
. Government fees paid .. ....... e = 34,452 — 10,147 -, — — 44,599
Total cost of service ......... 39,920 51,008 32,512 52,970 6,027 13,002 3,116) 192,323
Gross margin .................. 95,281 58,349 37,330 72,638 48,108 12,712 —_ 324,418
Salaries and benefits . ............. 43,726 11,759 11,538 39,323 20,049 7,492 9,093 142,980
Facilities and : ’
telecommunications . .......... 6,759 2284 1,484 5,721 2,865 870 697 20,680
Other operating expenses ......... (207 24,597 14,558 14,104 8,982 2,266 1,048 65,348
Depreciation and amortization ... .. 6,946 5,346 1.586 4,110 3,940 1,176 80 23,184
Income (loss) from operations . .. .. $ 38,057 $ 14363 § 8164 $ 9,380 $i2,272 $ 908  $(10918) § 72226
‘ 35%  N/A 15.3%




Lender Services Segment : . . ' o .
2006 Compared to 2005 : o ' ‘ ,

Total service revenue was $176.0 million in 2006, an increase of $7.7 million compared to service revenue
.of $168.3 million in-2005. The acquisition of mortgage credit reporting businesses during the first and fourth
quarters'of 2005 accounted for $8.1 million of the increase, and revenue from the credit repomng portion of the
business owned for more than one year decreased by $.4 million or 0.3%. . | . .

Cost of service revenue was $57.6 million in 2006,.an increase of $2.5 million compared to cost of service
revenue of $55.1.million in 2005. The acquisition of mortgage credit reporting businesses dunng the first and .
fourth quarters of 2005 accounted for $2.3 mtlhon of the increase. : T .

., Salaries and benefits decreased by $1.1 million. Salaries and beneﬁts were 27.7% of service revenue in,2006
compared to 29. 6% dunng the same period in 2005 Salaries and beneﬁts expense mcreased $1.2 miliion due to.

the acquisitions durmg 2005 and $.7 million due to share-based compensation recorded in 2006. However, total _

salaries and benefits expense-decreased due to operational efficiencies achieved as a result of the two
acquisitions, an increase in capitalized personnel costs related to software development projects, a decrease in -
benefit costs, and due to certain salary and benefit costs being absorbed by the Corporate segment in 2006

Facilities and telecommunication increased by $.1 million. Facilities and te}ecommunication expenses were
4.1% of service»revenue in 2006 compared to 4.2% in 2005.

Other operatmg expenses increased by $.1 million. Other operatmg expenses were 0. 8% of service revenue
-in 2006 and 2005. Other operating expenses increased by $1.1 million due to the acquisitions during 2005,
however operating expenses from the credit reporting portion of the business owned for more than one’year . :°
decreased by $1.0 million due to operational efficiencies and an increase in the amounts allocated to the Data. .
- Services segment for IT costs related to supporting the credit platform utilized to process direct to consumer
oriented credit reporting solutions, and an'increase in the amounts allocated to the Dealer Services and Data’
Serv1ces segments for shared servicés and product development initiatives. s

I L —r 1

-+ . Depreciation and amortization was 3.8% of service revenue in 2006 compared to 4.0% in 2005. -

Income from operations was $54.3 million in 2006 compared to $48.2 million in 2005. The operating
margin percentage incteased from 28.6% to 30.8% primarily due to lower salaries and-benefit expenses in 2006
compared to 2005: Operatmg income from’ existing businesses increased by $3.0 million.’ ’

¢ . ' . . ‘4
T ' ; , ' e B ; , .

2005 Compared to 2004 , A ' e

Total service revenue was $168.3 million in 20053, an increase.of $33.1 million compared to 2004 service
revenue of $135.2 million. The acquisition of mortgage credit reporting businesses during the first and fourth
quarters of 2005 accounted for $16.2 million of the increase, and an increase in transactions and an expansion of
products and services accounted for the additional growth in service revenue.

Cost of service revenue was $55.1 million in 2005, an increase of $15.2 million compared to cost of service
revenue of $39.9 million in 2004. The acquisition of mortgage credit reporting businesses during the first and
fourth quarters of 2005 accounted for $6.7 million of the.increase, and an increase in transactions, the expansion
of products and services,'and the addition of a surcharge by the three credit bureaus related to free credit reports
to consumers pursuant to the FACT, Act were the primary reasons for the additional increase in the cost of service
revenie. .

Salaries-and benefits increased by $6.1 .million. Salaries and benefits were 29.6% of service revenue in 2005
compared to 32.3% of service revenue in 2004. Salaries and benefits expense increased $3.8 million due to the
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acquisitions, and the percentage decrease is primarily due to operational efficiencies based on the increased -
transaction volume and related increase in revenue.

(o

Facilities and telecommunications increased by $.4 million. Facilities and telecommunications were 4.2% of
service revenue in 2005 compared to 5.0% of service revenue-in 2004, The percentage decrease is primarily due
to a decrease in rent expense and the increase in revenues. The decrease in rent expense is due to the 2004
closure of one ofﬁce and the downsizing and relocation of another office. : S :

Other operating expenses increased by $1.5 million and were 0.8% of service revenue in 2005 compared to
(0.2)% in2004: The increase is primarily due to the acquisitions which increased other operatmg expenses by
$2.2 million, offset by non- recumng professronal fees incurred during 2004. E

' Depreciation and amortization'decreased by $.2 fillion. Depreciation and amortization was 4.0% of service
revenue in 2005 compared t0-5.1% in 2004. The decrease is prlmarrly due to assets becommg fully deprecrated

offset by an increase in amortrzanon expense related to acqursmons !

The' operating mar;gin percentage’ increased from 28.1% to 28.6% primarily due to the’operational © ¥ "’

efficiencies gained from the higher revenues within the existing businesses which were partially offset by the
1mpact of the two acqmsmons whrch have ]ower operatmg margms

N -

Income from operatlons was $48.2 million in 2005, compared o income from operatrons of $38.1' million in
2004. Operatmg income from exrstmg businesses increased by $8.8 rmlhon

.

Data Services Segment . S K o : —
2006 Compared 10 2005 “ T

Total service revenue was $148. 7 mr]llon in 2006, an increase of $57 million compared to 2005 service |
revenue of $91.7 million. The increase is primarily due to the fourth quarter 2005 acquisition of a lead generation
business. This business accounted for $43.4 million of the increase.- The segment experienced 16.2% in organic
growth from prior year. The organic growth is related to an increase in products-and services offered, several new
. customers and increased transaction volume to current customers.

. + . [ T

Salaries.and benefits increased $7.7 million. Salaries and benefits were 15.8% of service revenue in 2006
compared to 17.2% in 2005. The expense increase is primarily due to the 2005 acquisition, an overall increase in
employees, and $.9 million in share-based compensation recorded in 2006. The overal} increase in employees is
due to increased staffing to reduce outsourced projects.

RN ot W

Facilities and telecommunications increased $.6 million. The current year eéxpense as a percentage of setvice
revenue was 2.1%, compared to 2.7% in 2005 The increase m expense is pnmanly due to the fourth quarter -
2005 acqursmon : S e e '

a s - I
L

Other operating expenses increased $5.0 million. As a percentage of service revenue, other operating
expenses were 17.1% and 22.3% for years ended 2006 and 2005, respectively: Other operating expenses .
increased $1.1 million related to the 2005 acquisition. The remaining increase is due to increased allocated IT.
expenses from the Lender. Services segment, increased marketing expenses, and 'credit card fees. These increases
are offset by a decrease in purchased services related to increased staffing .to reduce outsourced projects. The
decrease as a percentage of service revenue is due-to operatmg efﬁcrencres achleved at business owned more than
a year. : :

*Operating-income increased $11.6 million. The increase is primarily due to the 2005 acquisition. Thé: . .
operating margin was 27.6% for 2006 compared to 32.1% for-2005. The decrease in the operating margin is -
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primarily-due to the sales mix and related margins. The lead generation business acquired in 2005 has a relatively
lower operating margin in re]atlon to the other businesses in the segment prlmarlly due to amomzauon of ’
1ntang1bles Tooeh : : : . -
2005 Compired to 2004 oL -
Total service revenue was $91.7 million in 2003, an increase of $16.8 million compared to 2004 service
revenue of $74.9 million. The increase is primarily due to acquisitions in the fourth quarters of: 2004 and 2005,
Acquired companies accounted for $16.3 million of the increase. Revenue-increased by 0.7%, at businesses .
owned in 2004. The organic growth is related to an increase in products and services,offered by our subprime

credit division.

té

; Salaries and beqeﬁ.t',s' in_creased by $4.0 million. Salaries and benefits were 17.2% of service revenue in 2005
compared to 15.7% in 2004. The increase is primarily due to acquisitions and overall increase in employees.

[ ' [ s, . ) , . rd - s " r
Facilities and telecommunications were flat when comparing 2005 and 2004. Facilities and
telecommunications were 2.7% of service revenue in 2005 compared to 3.0% of service revenue in 2004,

Other operating expenses decreased by $4.2 million and were 22.3% of service revenue in 2005 compared
to 32.8% in 2004. The decrease in other operatmg expenses is primarily due to non-recurring 2004 expenses at
the consumer credit dmswn The Company incurred, during the ‘second quarter of 2004, $3 0 million to settle a
lawsuit and $2.1 million to wn(e—off of the carrying value of the related limited Ilablllty company 3 stock This .
decrease is offset by increased operatmg expenses due to acquisitions. L

Depreciation and amortization mcreased by $l 5 million due to an mcrease in amomzatlon of mtanglble
assets asa result of the acqulsmons '

]

" Income from operatlons was $29.5 million'in’ 2005 compared to $l4 4 million in 2004. The i increase is due

to acqmsmons in 2005 and late 2004 offset by non- recumng expenses recogmzed in 2004, '
¢ f i

Dealer Services
\2006 Compared’ to 2005 ' o ' C T

' Total service revenue was $120.8 ml"lOﬂ in 2006, an increase of $22.4 m:lhon compared to service revenue
of $98.4 million in 2005. An incfease in transactions from market share gains and an increase in the average per
unit sales price accounted for $11.2 million of the increase,.and the acquisition of an automotive lead generation
business during the second quarter of 2005 accounted for the remaining $11.2 million of the increase.

\ 3 M \ co

Cost of service revenue was $64.3 million in 2006, an increase of $14.1 million compared to cost of service
révenue of $50.2 imillion in 2005. The acquisition of an automdtive lead generation business during the second
quarter of 2005 accounted for $7.7 million of the increase, and an increase in transactions, higher credit data
costs, and an increase in commlssmns paid to our parmers accounted for the addmonal increase in the cost of
‘service revenue _ :

s . - . L ) . vt

Salaries and benefits increased by $2.0 million. Salaries and benefits were 13.7% of service'revenue in 2006
compared t0 14.8% in the same period in 20035. Salaries and benefits expense increased $2.3 million due to the
acquisition of an automotive tead | generation business duririg the second quarter of 2005 and $.4 million due to
share-based compensation recorded in 2006. However, salaries and benefits from existing businesses decreased
by $.7 mllhon due to operanonal efﬁc1enc1es and a decrease in beneﬁts costs

-+

Facilities and telecommumcatlon mcreased by $.3 million as a result of the acquisition of an’ automotlve
lead generation business during the second quarter of 2005, Facilities and telecommumeauon expenses were -
1.3% of service revenue in 2006 and in 2005. o . '
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Other operating expenses increased by $3.1 million. Other operating expenses were 16.1% of service
revenue in 2006.compared to_16.6% in 2005. Other operating expenses increased $2.3 million due to the
acquisition of an automotive lead generation business during the second quarter of 2005, of which $1.2 million
related to an increase in the allowance reserve, and other operating expenses from existing businesses increased
$.8 million, and an increase in amounts allocated from the Lender Services segment for shared services and
product development initiatives.

‘Depreciation and amortization increased by $.4 million due to an increase in'amortization of intangible
‘assels as a result of the acquisition. Depreciation and amortization expenses were 2:3% of service revenue in
2006 as compared to 2.4% in 2005. . . ‘ .

Income from operations was $16.1 million in 2006 compared to $13.6 million in 2003. The operating
margin percentage decreased from 13.8% to 13.3% primarily due to operating losses incurred at the vehicle lead
generation business acquired in 2005, the impact of which was partially offset by operational efficiencies realized
on the increase in revenues from the existing busmesses and a decrease in benefit costs. Operating income from
existing busmesses increased by $4.4 million.

1

2005 Compared to 2004 . S . - )

Total service revenué was $98.4 million in 2003, an increase of $28.6 million compared to 2004 service
revenue of $69.8 million. The acquisition of an automotive lead generation business during the second quarter of
2005 accounted for $18.4 million of the increase, and an increase in market share accounted for the additional
growth in service revenue.

Cost of service revenue was $50.2 million in 2005, an increase of $17.7 million compared to cost of service
revenue of $32.5 million in 2004. The acquisition of the automotive lead generation business during the second
quarter of 2005 accounted for $11.0 million of the increase, and an increase in transactions and the addition of a
surcharge by the three credit bureaus related to free credit reports to consumers pursuant to the FACT Act were
the primary reasons for the additional increase in the cost of service revenue and related decrease in the gross
margin percentage.

Salaries and benefits increased by $3.1 million. Salaries and benefits were 14.8% of service revenue in 2005
compared to 16.5% in 2004. Salaries and benefits expense increased $4.0 million due to the acquisitions, and the
percentage decrease is primarily due'to operational efficiencies based on the increase in revenue and a reduction
in employees at the credit automatlon software subsu:llary

Facilities and telecommunications were flat when comparing 2005 and 2004. Facilities and
telecommunications were 1.3% of service revenue in 2005 compared to 2.1% of service revenue in 2004. The
percentage decrease is primarily due to expense reductions related to the relocation of certain facnhtles and based
on the increase in revenues.

Other operating expenses increased by $1.7 million and were 16.6% of service revenue in 2005 compared to.
20.8% in 2004. The increase in 2005 was due to lhe acquisition, and the percentage decrease is due to operational
efficiencies realized on the increase in revcnues L

Depreclanon and amortlzatlon increaséd by $.8 million due to an increase in amornzatlon of intangible
assets as a result of the acquisition.

Income from operauons was 513 6 million for the year ended December 2005 compared to $8.2 rmlllon in
2004. The operating margin percentage increased from 11.7% to 13.8% primarily due to operational efficiencies
achieved in 2005 based on the growth in transactions and related increase in revenue. Operating income from
existing businesses increased by $5.2 million.

.
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Employer Services
2006 Compared 10 2005

Service revenue was $195.2 million, an increase of $51.3 million compared to prior year. The increase is
primarily related to the six 2005 acquisitions and nine 2006 acquisitions in the segment. Specifically, the
acquired hiring management solutions division added $25.7 million and the background screening division
* acquisitions added $19.3 million in service revenue to the segment. In addition, the segment increased volumes

from the Hurricane Katrina tax credit program, offset by decreased revenue from the delayed passmg of the
Work Oppoertunity Tax Credit (“WQTC”) program. - e

Salaries and benefits increased $19.0 million. Salaries and benefits were 36.4% of service revenue in 2006
compared to 36.2% in 2005. The expense increase is pnman]y due to acquisitions and $1.6 million in share-
based compensation recorded in 2006.

Facilities and telecommunicalions increased $2.0 million. The current year expense as a percentage of
service revenue was 4.3%, which is comparable to 2005. The increase in expense is primarily due to the
acquisitions and international expansion. N

Other operating expenses increased $8.7 million. As a percentage of service revenue, other operating
expenses were 14.8% and 14.1% for years ended 2006 and 2005, respectlvely The increase in operating
expenses is pnmanly due to the acquisitions in the hiring management 'solutions division, and the background
screemng dlv1smn These increases are offset by efﬁc1enc1es gained by integrating past acqulsmons

Depreciation and amortization increased $3.2 million. Depreciation and amortization expense ‘was 4.4% of
service revenue for the year ended 2006 compared to 3.7% for the same period of 2005 The i increase is pnmanly
due to the amortization of the acquired 1mang|ble assets. -

Operating income increased $6.5 million, The operatmg margin was 10.2% for 2006 compared to 9.2% for
2005. The increase is primarily due to acquisitions, intemational expansion, and reduction of costs from
successful integration of prior acquisitions, offset by share-based compensation expense of $1.6 million.

2005 Compared to 2004

Total service revenue was $143.8 million in 2005, an increase of $28.3 million compared to 2004 service
revenue of $115.5 million. The increase is primarily due to acquisitions of the tax incentive and background
screening companies in this segment. Acquisitions accounted for $24.2 million of the revenue growth on a
year-to-date basis.. .

Salaries and benefits increased by $12.7 million. Salaries and benefits were 36.2% of service revenue in
2005 compared to 34.1%’in 2004. The increase is primarily due to the i increase of employees due to the
acquisitions. ) . . '

Facilities and telecommunications increased by $ 5 miliion. Facilities and lelecommumcatlons were 4.4% of )
service revenue in 2005 compared to 5.0% of service revenue in 2004. The percentage decrease is pnmanly due . .
to expense reductions related to the relocation of certain facilities and based on the increase in revenues,

Other operating expenses increased by $6.2 miillion and were 14.1% of service revénué in 2005 compared to
12.2% in 2004. The increase is due to increased travel, leased equipment expense, and the duplication of staff
‘and temporary employee costs required during the transition to lower cost facilities.
1 )
Depreciation and amortization increased by $1.2 million due to an increase in amortization of intangible
assets at the newly acquired entities. This is offset by some property plant and equipment and intangibles

becoming fully depreciated or amortized.
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Income from operations was $13.3 million in 2005 compared to $9.4 million in 2004. The operating margin
increased from 8.1% to 9.2% primarily due to the higher operating margms in the acquired businesses and
negotiated discounts to reduce expense through consolidanon and increased volumes.

' ' P e . t
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Multifaynily Services

2006 Compared o 2005 ' o S

Total service revenue was $68.8, milhon in 2006 an increase of $5.6 million compared to 2005 The
increase is primarily due to late 2005 acquisitions in the segment The segment’s organic growth was
approxrmately 2% . N . : .

Salaries and beneﬁts increased $3.6 million. Salanes and beneﬁts were' 38 1% of service revenue in 2006
compared to 35.7% in 2005, The increase is primarily related to companies acqu1red in late 2005 and $.8 million
in share-based compensatlon expense recorded in 2006. : <

Fac1lit|es and telecommuntcations increased $ 4 million. Facilities and telecommunications were 5.4% of
service revenue in 2006 which is comparab!e to pnor year. :

L . ' ' Lo

Other operatmg expenses increased $1.7 million. As a percentage of' service revenue, other operating
expenses were 18.3% and 17.2% in 2006 and 2005, respecnvely The i 1ncrease is related 10 acqursmons an
increase in programming expenses related to new projects, and an increase in professronal fees related to data
security and compliance, offset by a decrease in legal fees.,

Deprecrat]on and amortization increased by $.4 million due to an increase in amortizauon of 1ntangible
assets as a result of the’ acqursmons and an increase in the segment’s database asset.

Operating income decreased by $1 0 million Operating margin is 22% in 2006 compared to 25.5% in 2005.
The decrease in operating income and margin is primarily due to costs incurred in connection with increased data
secunty and compliance.

2005 Compared to 2004 . . "

Total service revenue was $63.3 million in 2005, an increase of $9.2 million compared to 2004 service
revenue of $54.1 million. The segment’s organic growth was approximately 15%. This growth rate, excliding
acquisitions, is due to expanded market share and an increase in products and services. In addition, two
businesses were acquired in 2005 and three businesses were acquired in 2004.

- . R R : : o -

Salaries and benefits increased by $2.5 million. Salaries and benefits were 35.7% of service revenue in 2005
compared to 37.0% in 2004, This expense increase reflects increased personnel from acquisitions. The
percentage decrease is due to management ] contmued efforts to 1ncrease efﬁcrencres and mcreased service
revenues. \
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Facilities and telecommunicanons increased by $.5 mlllion Fac111ties and telecommunrcations were 5 2% of
service revenue in 2005 compared to. 5 .3% of service revenue in 2004
[ - )
Other operatmg expenses 1ncreased by $l 9 million and were 17. 2% of service revenue in-2005 compared to’
16.6% in 2004, ’

1]
. A - e . 1
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Deprecration and amortization mcreased by $.2 million due to an increase in amortization of mtanglble
assets as a result of the acquisitions. . L -
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Income from operations was $16.1 million in 2005 compared to $12.3 million in 2004. The operating . "+ }
margin increased from 22.7% to 25.5% primarily as a result of efficiencies realized from consohdatmg ’
operations and leveraging vendor relationships.

‘. PO o T R A R
Investigative and ngatlon Support Servu:es ' o R e -t
2006 Compared to 2005 " o

Total service revenue was $59 2 mxll:on in 2006 an increase of $24 6 malhon compared to 2005 service.
revenue of $34.6 mllllon The increase is pnmarlly due to the fourth quarter 2005 acquisition of an electrome '
discovery business. . o . Y s '

. e e ey |

Cosl of service revenue was $Il .0 mllllon in 2006 a decrease of 51 9 nulhon compared to 2005 Cost of , L
service revenue as,a percentage of service revenue decreased from 37.5% to 18.7% due to the acquisition of an. .
electronic discovery and computer forensics business in fourth quarter 2005 and the related sales mix, .+, |

v t

Salaries and benefits increased by $11.2 million. Salaries and benefits were 39.7% of service revenue in i
2006 compared to 35.5% in 2005. The increase is due to $.6 million in share-based compensation expense . © ' !
recorded, an increase in bonus expense, and an overall increase related to acqu1smons offset by a decrease n !
stafﬁng at the mvestlgatlve dmsmn

Facilities and teIecommumcatlons increased 3.5 million. Facilities and telecommumcanons were 3.0% of
service revenue in 2006 compared 3.5% in the prior yéar. The increase is pnmanly due to the 2005 acqulthl‘l .
and related expenses -« : R '

+ Other operating expenses mcreased by $4.2 million and were ]4% of service revenue- in 2006 compared o’ -
11.9% in 2005. The increase is primarily due to 2003 acquisitions. HE R Y

Depreciation and amortization increased by $1.3 million. The increase is the result of the acqu:smons and
the increase in capital equipment related to electronic discovery business. - at '

Income from operations was $11.4 million in 2006 compared to $2.1 million in 2005. The increase i$
primarily due to the acquisition in the fourth quarter of 2005 of an.investigative business that concentrates on
higher margm electronic discovery servnces as opposed to surveillance services.

-
.
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2005 Compared to 2004
Total service revenue was $34.6 million in 2005, an increase of $8.9 mllllon compared to 2004 serv1ce
revenue of $25.7 million. The increase is due to aeqmsltlons m the segmenl S Loe T

L

Salaries and benefits increased by $4.8 million. Salaries and benefits were 35.5% of service revenue in 2005
compared to 29.1% in 2004, The increase is pnmanly due to the increase in employees related to acquisitions.
: ‘ RN
Facilities and te]ecommumeanons mcreased by $. 3 mxlllon Facilities and telecommumcat:ons were 3.5% of
service revenue in 2005 compared to 3.4% of service revenue in 2004, Ce g T

Other operating expenses increased by $1.9 million and were 11.9% of service revenue in 2005 compared to
8.8% in 2004. The increas_e is due 0 aequisitions in the segment.

o

i

Depreciation and amortization 1ncreased by $7 million due to'an increase in amortization of 1nLanglble ‘ ] ‘
assets as a result of the acquisitions,” » ! AT

Income from operations was $2.1 million in 2005 compared to $.9 million in 2004. The operating margin
percentage of service revenue incréased from 3.5% to 6.1% primarily as a result of acqu1red companies which
have higher operating margins. A - AR
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Corporate .
2006 Compared to 2005

Corporate costs and expenses primarily represent compensation and benefits for senior management,
administrative staff, technology personnel and their related expenses in addition to an administrative fee paid to
First American. Additional costs were incurred for the increased level of professional fees for audit related
services, Sarbanes Oxley compliance, data security and increased staffing in the technology, accounting, human
resources, and legal departments to support corporate growth. The corporate expenses were $37.4 million in '
2006, an increase of $12.7 million.compared to 2005. The prior year expense was impacted by the following
expenses not recurring in 2006; (a) $3.2 million related to CIG acquisition costs; (b) $2.0 million related to
relocation expenses; and (c) $.6 million related to launching the Company’s branding initiative. Salaries and
benefits increased $14.4 million due to corporate growth and approximately $5.8 million in share-based
compensation expense recorded in 2006 related to the adoption of SFAS No. 123R The remaining increase is * -
related to the new Corporate headquarters and related expenses.

2005 Compared 02004 . tn L _ - T S

Corporate costs and expenses primarily represent compensauon and beneﬁts for senior management,
administrative staff, technology personnel and their related expenses in addition to an administrative fee paid to
First American. Additional costs were incurred for the increased level of professional fees for audit related . -
services, Sarbanes Oxley.compliance and increased staffing in the technology -and legal departments to support
corporate growth. The corporate expenses were $24.8 million in 2005 compared to expenses of $10.9 million in
2004. The current year increase was impacted by the following one-time expenses; (a) $3.2 million related to
CIG acquisition costs; (b) $2.0 million related to relocation expenses and (c) $ 6 million related to launching the
Company’s branding initiative. ¢ . . .

Consolidated Results I T ' ) _ | e
2006 Compared to 2005 -

[
H

Consolidated service revenue for the year ended December 31, 2006 was $764.8 million, an increase of °
$168.7 million compared to service revenue of $596.1 miilion in 2005. -Acquisitions accounted for $147.2 million
of the increase, Organic growth for the year ended December 31, 2006 was 4.1%.

Salaries and beneiji[s were 31.1% of service revenue for 2006 and 30.4% for 2005. The increase is related to
additional employees added through acquisitions and company growth. In addition, approximately | $10 9 million
in expense was recorded for share-based compensation in 2006.

L]
B

Facilities and telecommunication increased by $4.3 million compared to the same period in 2005. Facilities -
and telecommunication expenses were 3.9% of service revenue for 2006 and 4.3% in the same period of 2005.
Approximately $2.0 million in relocation expenses were recorded in 2005. The increase in facilities and
telecommunication expenses is primarily due to acquisitions and increased costs relatéd to the new corporate
facilities.

S
i

Other operating expenses increased by $19.1 million compared to 2005. Other operating expenses were
12.9% of service revenue for year ended December 31, 2006 and 13.4% compared to the same period for 2005.
The increase is due to acquisitions, and increased marketing, legal and professional fees related to data security
and compliance.

Depreciation and amortization increased by $11.5 million due to an overall increase in amortization of .-
intangible assets as a result of acquisitions and asset additions.
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recorded in 2006. . .

Income from operations was $120.4 million for the 2006 compared to $98.0 million for 2005. The increase
of $22.4 million is comprised of an increase in operating income of $6.0 million in Lender Services, $11.6.
million in Data Services, $2.5 million in Dealer Services, $6.5 million in Employer Services and $9.3 million in
Investigative and Litigation Support Services offset by a decrease in operating income of $1.0 million at - .
Multifamily Services and an increase of corporate expenses of $12.7 million:

The consolidated operating margin was 15.7% for the year ended December 31 , 2006, compared to 16.4%
for the same period in 2005. The decrease in margin is primarily due to the increase in infrastructure, security
and compliance costs incurred to support company-wide growth, and the share-based compensation expense

2005 Compared 10 2004 . - : . L L _—
Consolidated service revenue for the year ended December 31, 2005 was $596.1 million, an increase of -

$124.0 million from 2004, Acquisitions accounted for $86.1 million of the increase. The consolidated organic
revenue growlh for existing busmesses was $37 9 million, fepresenting an 8.6% i increase. '

’ Salarles and benefits were 30. 4% of service revenue in 2005 and 30.3% in 2004. : '
Facili_lies and telecommunicatiqns were $25.7 million in 2005 compared to $20.7 inillion in 2004.- Facilities
and telecommunications were 4.3% of service revenue in 2005 compared to 4.4% of service revenue in 2004. \
4 . ¥
, Other operating expenses were 13.4% of service revenue in 2005 compared to 13.8% in 2004.

Depreciation and amortization increased by $4 4 million due to an increase in amomzzmon of 1ntanglble
assets as a result of fi fteen acqutsmons

-

The consohdated operating margin was 16.4% for 2005 compared to 15 3% for 2004. The increase is due to
the change in the mix of operating margins related to the acquired businesses, and efficiencies realized from
consolidating operations and leveraging vendor relationships and internal databases, along with the offset of the
2004 non-recurring expense of $5.1 miltion related to the membership services and the 2005.non-recurring - ,
expenses of $5.8 million related to acquisition costs, relocauons consolidations and brandmg - '

lncome from operations was $98.0 million in 2005 compared 0 $72 2 mllhon in 2004, The increase of
$25.8 million'is comprised of an increase in operating income of $10.1 million in the Lender Services segment, -
an increase in operating income of $15.1 million in the Data Services segment, an increase in operating income | -
of $5.4 million in the Dealer Services segment, an increase in operating income of $3.9 million in the Employer
Services segment, an increase in operating income of $3.9 million in the Multifamily segment, and an increase in
operating income of $1.2 million in the Investigative and Litigation Support Services segment. An increase in

. Corporate expenses of $13.8 million offset the combmed increase of $39.6 million in operating income at the

business segments.. . T T, BT o

Liquidity and Capital Resources .. .. Ce s ‘ Co .. .

Thé following table summarizes our cash flows from operatmg, mvestmg and ﬁnancmg activities for each
of the past three years ended December 31:

{in thousands) . . ' 2006 005, 2004
Total cash provided by (used in): . :
“Operating activities- .. :................. e ©$93304 0§ 72,306 - $:58.971
Investing activities ... .......c.c. ool ininnnannnns . (64,128 (154,081) (64,827
Financing activities ........ e e (25,597) 100,157 -~ . 7,167
Effect of exchange rate changesoncash ............... (18} 2 .62
"'Ih.crease in cash and cash equivalents . .. e AT ¥ 3561 1 $ 18384 $ 1,373




The Company’s primary source of liquidity is cash flow from operations and amounts available under credit
lines the Company has established with a bank. syndlcatlon Asof December 3t 2006 cash and cash equivalents
~were $31.9 million.

Cash provided by operating activitics was $93.3 million; $72.3 million; and $59.0 million for the years
ended December 31, 2006, 2003, and 2004, respectively.

Cash provided from operating activities increased by $21.0 miltion from 2005 to 2006. The increase was
derived from 2006 net income of $66.2 million compared to $58.4 million in 2003, an increase in depreciation
and amortization of $11.5 million, an increase in minority interests of $2.9 million and share-based compensation
of $10.9 million recorded in 2006, The primary changes in operating assets and liabilities were due to an increase
in accounts receivable offset by increases in accounts payable, and accrued compensation.

Cash provided from operating activities increased by $13.3 million from 2004 to 2005. The increase was
derived from 2005 net income of $58.5 million compared to $42.3 million in 2004, an increase in depreciation
and amortization of $4.4 million, and a net cash outflow due to changes in operating assets and liabilities
compared to 2004, offset by a gain on investment of $9.5 million. The primary changes in operating assets and
liabilities were due 10 increases in prepaid expenses, and accounts receivable and decreases in accounts payable
and income iaxes. These are offset by an increase in accrued compensation and other liabilities and an increase in
deferred taxes. : :

Cash used in investing activities was $64.1 million, $154.1 million, and $64.8 million for the years ended
December 31, 2006, 2005 and 2004, respgctively. In 2006, cash in the amount of $34.6 million was used for
acquisitions compared to $153.6 million in 2005 and $58.5 million in 2004. Purchases of property and equipment
were $29.7 million in 2006 compared to $19.1 million in 2005 and $8.2 million in 2004. Database development
costs were $3.6 million in 2006 compared 1o $3.4 million in 2005 and $2.9 million in 2004. - : ’

Cash used.in financing activities was $25.6 million in 2006 compared to cash provided by financing,
activities of $100.2 million and $7.2 million for the years.ended December 31, 2005, and 2004, respectively.
Proceeds from bank financing were $71.5 mitlion, $180.1 million and $72.0 million for the years ended 2006,
2005 and 2004, respectively. First American contributed $45.0 million to LeadClick LLC (70% owned by First
Advantage and 30% owned by First American), a consolidated subsidiary of First Advantage, which acquired
75% of LeadClick Media, Inc. in 2005. Repayment of debt was $97 million in 2006, $106.9 million in 2005, and

* $36.2 million in 2004. The CIG Business made a cash distribution to Flrst American of $25.7 rmlllon pnor 1o the
2005 acqu:smon and $32.3 million in’ 2004

Certam acquisitions have success consideration payments or earn-out provisions included in the purchase-
agreements. At December 31, 2006, the Company estimates that approximately $31.2 million in additional
consideration will be paid in the next twelve months in connection with these acquisitions. The payments will be
in the form of cash, stock and debt. The actual amount of the consideration is dependent upon the future
operating results of the respective acquisitions. The Company will record the fair value of the success
consideration issued as an additional cost of the respective acquired entities at such time as the contingency is
resolved and the additional consideration is distributable. The additional cost will be recorded to goodwill.

At December 31, 2006, the Company had available lines of credit of $75 million.
First Advantage also leases certain office facilities, automobiles and equipmént under operating leases,
which, for the most part, are renewable. The majority of these leases also provide that First Advantage will pay

insurance and applicable taxes.

On January 17, 2005, the Company entered into a thirteen-year faciligiés lease agreeﬁent with 100 Carillon,
LLC for approximately 74,000 square feet of office space in St. Petersburg, Florida. This office space serves as
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the Company’s corporate headquarters. The Company’s Florida based employment background screening group
and investigative services group also reside in this office space. Aggregate minimum lease paymenls are $22.8
million over the term of the lease, which commenced on April 1, 2005. ‘

On September 29, 2005, the Company executed arevolving credlt agreement, with a bank syndication (the
“Credit Agreement”). Borrowings available under the Credit Agreement total up to $225 million, The Credit
Agreement includes a $10 million sub-facility for the issuance of letters of credit and up to a $5 million swing
loan facility. The credit facility maturity date is September 28, 2010. The Credit Agreement is collaterahzed by
the stock of the Company’s subsidiaries,

The interest rate is based on one of two options consnsnng of 1) the higher of Federal Funds Rate plus '/2%“

. - and Bank of America's announced “Prime Rate” or 2) a “LIBOR based rate”. The “LIBOR based rate” is based

on LIBOR plus a margin that can range from 1.125% to 1.75% (based on progressive levels of leverage). First
Advantage management must elect the LIBOR based option up to three days prior to its utilization. ' K

The agreement contains usual and customary negative covenants for transactions of this type including but
not limited to those regarding liens, investments, creation of indebtedness and fundamental changes, as well as
financial covenants of consolidated leverage ratio and minimum consolidated fixed charge coverage ratio.

The agreement contains usual and customary provisions regarding acceleration. In the event of a default by
the Company under the credit facility, the lenders will have no further obligation to make loans or issue letters of
credit and in some cases may, at the option of a majorlty of the lenders, declare all amounts owed by the ‘
Company immediately due and payable and require the Company to provide collateral, and in some cases any
amounts owed by the Company under the credit facility will automatically become immediately due and payable. ;
There was $150 million outstanding at December 31, 2006. ‘

" In July 2003, First Advantage entered into a Promissory Note with The First American Corporation. The .
loan evidenced by the Promissory Note was a $10 million uncollateralized revolving loan with interest payable
monthly, The Promissory Note was subordinated to the $45 million bank debt and bore interest at the rate ’
payable under the $45 million bank debt plus 0.5% per annum. The proceeds of the prevnously mentioned Credit
Agreement were used to payoff this loan in March of 2006.

At December 31 2006, the Company was in comphance with the financial covenants of its loan agreemenls

First Advantage filed an amended Registration Statement with the Securities and Exchange Commission for
-the issuance of up to 5,000,000 shares of our Class A common stock, par value $.001 per share, from time to time
as full or partial consideration for the acquisition of businesses, assets or securities of other business entities, The
Registration Statement was dec]ared effective on January 9, 2006. As of December 31, 2006, 860,296 shares
were [ssued . .

First Advantage filed a Registration Statement with the Securities and Exchange Commission for the
issuance of up to 2,000,000 shares of our Class A common stock, par value $.001 per share, from time to time for .
general corporate purposes. The Registration Statement was dcclared effectwe on January 3, 2005 No shares:
have been 1ssued as of December 31, 2006.

r

In 2006, 2005 and 2004, First Advantage sought to acquire other businesses as part of its growth strategy.
The Company will continue to evaluate acquisitions in order to achieve economies of scale, expand market share
and enter new markets. The extent of future acquisitions, however, is dependent upon the availability of capital
and liquidity to fund such acquisitions. :

While uncertainties within the Company’s industry exist, managemeni is not aware of any trends or events
likely to have a material adverse effect on liquidity or the accompanying financial statements. The Company
believes that, based on current levels of operations and anticipated growth, the Company’s cash flow from
operations, together with available sources of liquidity, will be sufficient to fund operations, anticipated capital
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expenditures, make required payments of principal and interest on debt, and satisfy other fong-term contractual
commitments. However, any material adverse change in our operating results from our business plan or
acceleration of existing debt obligations or in the amount of investment in acquisitions, technology or products
could require the Company to seek olher funding altematives including raising additional capital.

The following is a schedule of long-term contractual commrtments as of December 31, 2006 over the
penods in which they are expected to be paid. :

) v . [

(in thousands) 2007 2008 2009 2010 2011 - - Thereafter Total

Advertising commitments .............. $ 40% — % - 8§ — $— $ — § 410
Minimum contract purchase ' ' o ) '

COMMILMENtS ... .ovvvererer ... 3203 2530  5li 195 —  — 6439
Operating leases .. ................. L., 19210 15394 12,593 9,218 7,404 21464 85283
Debt and capital leases ... .........:.... 20,794 16,757 6774 156,000 — — 200,325
Interest payments related to debt 0 ... . ... 12,848 11,755 10901 7846 , — — 43,350
Total ........ PR T $56,465 $46.,436 $30,779 $173 259 $7 404 $21464 $335,80?

) Estimated interest payments are calculated assummg current mterest rates over mimmum maturity penods
specrﬁed in debt’ agreements

1 e

Item 7A. Quantitative _anil Qualitative Disclosures About Market Risk. . .

" The Company considered the provision of Financial Reporting Release No. 48 “Disclosure of Acc¢ounting
Policies for Derivative Financial Instruments and Derivative Commodity Instruments, and Disclosure of ™
Quantitative and Qualltallve Information about Market Risk Inherent In Derivative Financial Instruments, Other
Financial Instruments and Derivatlve Commodity Instrumerits.” The Company had no holdings of derivative
financial instruments at December 31, 2006 and our total: liabilities as of December 31, 2006 consist pnmarlly of
notes payable, accounts payable and accrued liabilities. Although the Company has operations in certain forei gn
countries, these operations, in the aggregate, are not material to the Company’ s financial condition or results of
operations.

The Company’s fixed rate debt consists i)rimarily of uncollateralized term notes. In addition, the Company
has $174.5 million of variable rate debt outstanding. A 1% increase in interest rates, due-to increased rates
nationwide, would result in $1.7 million additional annual interest payments which could be significant to the -
Company. The table below provides information about certain liabilities that are sensitive to changes in interest .
rates and presents cash flows and the related weighted average interest rates by expected maturity dates.

Fair Market

(in thousands) : 2007 2008 2009 . 2010 2011 Total | Value
_ Debt ' . - . _ ,
Fixed Rate ..... [ $14340 $10,755, % 771 $§ —  $— § 25866 $ 25289
Average Interest Rate . . ... ... .. 4.97% 506%  4.86% nfa n/a
VariableRate ................ $ 6454 6003 $6002 $156000 $— $174.459 $174, 459
Average Interest Rate . . ... ... .. 820% - 825% . 8.25% 6.66% ~ nfa
Total ......... e $20,794  $16,758 " $6,773  $156,000 $— $200,325 $199,748
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Item 8. Financial Statements and Supplementary Data . ' )
4 . +
Report of Independent Reglstered Certlfied Publlc Accountmg Firm

To the Board of Directors and Shareholders of First Advantage Corporatlon: ‘ o .

We have completed integrated audlts of Flrst Advantage Corporation’s December 31, 2006 and 2005
consolidated financial statements and of its internal control over financial reporting as of December 31, 2006,
and an audit of its December 31, 2004 consolidated financial statements in accordance with the standards of the
Public Company Accounting Oversight Board (Umted States). Our opinions, based on our audits, are presented
below.

Consolidated financial statements and financial statement schedule o , e

In our opinion,rthe consolidated financial statements listed in the index appeaﬁng under Item 15(a)(1) ‘
present fairty, in all material respects, the financial position of First Advantage Corporation and 'its subsidiaries at
December 31, 2006 and 2005, and the results of their operations and their cash flows for each of the three years
in the period ended December 31, 2006 in conformity with accounting principles generally accepted in the
United States of America. In addition, in our opinion, the financial statement schedule listed in the index .
appearing under Item 15(a)(2) presents fairly, in all material respects, the information set forth therein when read
in conjunction with the related conselidated financial statements. These financial statements are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits of these statements in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit of financial statements includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made
by management, and evaluating the overall ﬁnancnal statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

As discussed in Note 2 to the consclidated financial statements; the Company changed the manner in which
it accounts for share-based compensation in 2006,

Internal control over financial reporting y

. Also, in our opinion, management’s assessment, included in Management's Annual Report on Internal
Control Over Financial Reporting appearing under Item 9A, that the Company maintained effective internal
control over financial reporting as of December 31, 2006 based on criteria established in fnternal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO), is fairly stated, in all material respects, based on those criteria. Furthermore, in our opinion, the
Company maintained, in all material respects, effective internal control over financial reporting as of December
31, 2006, based on criteria established in /nternal Control—Integrated Framework issued by the COSO. The
Company's management is responsible for maintaining effective internal control over financial reporting and for -
its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express
opinions on management’s assessment and on the effectiveness of the Company’s internal control over financial
reporting based on our audit. We conducted our audit of internal control over financial reporting in accordance
with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. An audit of internal control over financial reporting
includes obtaining an understanding of internal control over financial reporting, evaluating management’s
assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such
other procedures as we consider necessary in the c1rcumstances We believe that our audit provides a reasonable
basis for our opinions.
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A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparatton of financial statements for external purposes in
accordance with generally accepted accounting principles.’A company’s internal control over financial reporting
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in.accordance
with generally ‘accepted accounting principles, and that receipts and expenditures of the company are being made
only m accordance with authorizations of management and dlrectors of the company; and (iii} provide reasonable
assurance regardmg prevention or umely detection of unauthorized acquisition, use, or dlsposmon of the
company’$ assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
. controls.may become inadequate because of changes in conditions, or that the degree of compliance w1th the
pohmes or procedures may detenorate . - . . .

Isf PncewaterhouseCoopers LLP
Tampa, Florida . . .. ) , o P
Marchl,_ZO_O'{ N - _ ’ . _ } " .

-t
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First Advantage Corporation
Consolidated Balance Sheets . -
‘ ' T ' December 31, December 31,

(in t.fwusands) - 2006 2005

Assets ' -

Current assets: ' : A o
Cash and cash eqmvalcnls ............................................... $ 31941 $ 28330
Accounts receivable (less allowance for doubtful accounts of $6,487 and $4, 918 in

. 2006 and 2005, respectively} ... . L e 138,563 106,555
Prepaid expenses and other current assets . . ... ... ... i . 10,182 6,240
ncometaxreceivable ......... ... e 6,155 . 1,250
Deferred InCOME 1AX @SSEL . v vt v v vt nve i s e r i 12,05! 8,019
Due from affiliates ............ e e e . = 2756
TOlAl CUITERL ASSBLS . . . o v ettt e et e svn e e eaeeeens P 198,892 153,200

Property and equipment, net . ...... ... .o i [N 68,931 56,684

Goodwill ,..... ... ... il e, e e .~ 650,124 605,884

Customer lists, net .. . ... A . 74419 7 1 78911

Other intangible assets, MEL . ... ... ... v 28,324 32.363

Database development costs, net . . . . . e e L - 10,640 * 10,127

Investment in equity investee .......... T 55,001 45,710

(0 T ey 1 S .. 3,592 3,185

g Y P '$1,089,923  $986,064

Liabilities and Stockholders’ Equity o ‘ '

Current liabilities: . )
Accountspayable .............. .. ... ... .. S eeveeee.a e o 8 46,281 $737,152
Accrued compensation . ..........ceiiiianinanan, e e oL 35299 27,448
Accrued Habilities ... e i e e et o, 21,286, 21,949
Deferred iNCOme .. ... ... o e e e 8462 6,809.
Due to affiliates ...................... e e 4,776 —
Current portion of long-term debt and capital leases ............... i e © 20,794 38,444

Total current liabilities ... .. U [ 136,898 131,802

Long-term debt and capital leases, net of current portion ... ............. e . 179,531 182,127

Deferred income tax liability .. ... 44,802 35,232

Other l!abllmes ............. e e e S TP 5,338 6,343

Totalllabilities...'.......‘...........................: ............ 366,569 355,504

T o PP P © 48413 47,712

Commitments and contingencies ' '

Stockholders’ equity:

Preferred stock, $.001 par value; 1,000 shares authorized, no shares issued or o
OULSLANAINE . ..o e e e i — N

Class A common stock, $.001 par value; 125,000 shares authorized; 10,452 and
9,689 shares issued and outstanding as of December 31, 2006 and 2005,
TeSPeCtively .. L e 10 10,
Class B common stock, $.001 par value; 75,000 shares authorized; 47, 727 and .
46,076 shares issued and outstanding as of December 31, 2006 and 2005,

respeckively . ..y . 48 ‘ 46
Additional paid-incapital . ... ... .. . e e 455,657 430,026
Retained armings . ... vn ittt e it e e e e . 218,566 152,405
Accumulated other comprehensive income ......... ... i i . 660 361

Total stockholders’ equity ........... PSR 674,941 582,848
Total liabilities and stockholders” equity . ... ... ... .. .. ... ... ..., $1.089,923  $986,004

The accompanying notes are an integral part of these consolidated financial statements.
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First Advantage Corporation
Consolidated Statements of Income and Comprehensive Income
For the Years Ended December 31, 2006, 2005 and 2004
(in thousands, except per share_amounts) - . : 2006 2005 2004
Servicerevenue ..................... N $764,841. 3$596,105 3$472,142
Reimbursed government feerevenue . ... ... ... . ... i, 52,723 47,644, . 44,599
Total revenue ........ e, e 817,564 6;43,749 516,741
COSt Of SEIVICE TEVEILE . . . oottt e e e e e et s s e T 238,622 183,976 - 147,724
Government feespaid . ................. ... ...l e, 52,723 47,644 44,599
Total cost of service ......... e e 291,345 231,620 192,323
Gross margin . ........ e e e e e e e 526,219 412,129 324418
Salariesandbenefits . . ......... ... ... ... ... e e 237,670 180,927 142,980
Facilities and tel¢cc_)mmunicati0ns ...... e e 30,067 25,743 20,_680
Other operating expenses . ... ...... .. - O 98,965 79,851 65,348
Depreciation and-amortization . ............. ... ... it 39,152 + 27,605 23,184
Total Operating EXPenses . ... ... .e e on e 405,854 314,126 ' 252,192
Income from operations ................. e 120,365 98,003 72,226
Interest (expense) income: : ' . _
INLErest EXPENSE . . . ... ..ottt (13,319)  (6.618) (2.724)
Interestincome . ... ... ..ottt e 910 150 769
~ Total interest (expense) income, net ................. e (12,409 (6,468) (1,955)
Equity in earnings of investee . ............ . ... ......... VIR 2,299 1,385 1,782
Gain on investment . ......... e P e .. 6,993 9,471 —
Income before income taxes and minority interest ........... P 117,248 102,391 - 72,053
Provision for income taxes .. ................ R RN e 47,773 43,522 29720
Income before minority S e A 69,475 58,869 42,333
Minority interest .. .......... . 3,314 443 —
Net income ...... P P 66,161 58426 & 42,333
Other comprehensive income, net of tax: - ’ .
Foreign currency translation adjustments ......................... 299 103 ' - 258
Comprehensive INCOME . . ...ttt iie e iieaannn. i 66,460 $ 58,529 $ 42,591
Per share amounts: - -
BaSIC - . o e e $ 115 % 1L10% 085
Diluted .. ..ovoe ettt e $ 114 $ 109.% 085
Weighted-average common shares outstanding; . o e
Basic ........cooioi i L e © 57,502 52,884 49.711
Diluted ................. AU SO e ... 7 58079 © 53593 50,036

The accompanying notes are an integral part of these consolidated financial statements.
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First Advantage Corporation

Consolidated Statement of Changes in Stockholders’ Equity
For .the Years Ended December 31, 2006, 2005 and 2004

(in thousands) . 1

Balance at January 1, 2004
Distribution to First American from CIG prior
. to merger
Netincome for 2004 ... ..................
Class A Shares issued in connection with -
acquisitions Ll
Class A Shares issued in connection with
warrants, share-based compensation, and
benefitplans ............. ... ... il
Class'A Shares issued in connection with
convertibledebt .............. ... .. ...,
Foreign currency translation

Balance at December 31,2004 ...............
Distribution to First American from CIG pricr

to merger ' ’

Contribution from First American for CIG

" liabilities priortomerger ................. )

Netincomefor2005 .....................

» Class A Shares issued in connection with
_ acquisitions .

Class A Shares issued in connection with

warrants, share-based compensation, and

benefitplans . ...... e

Class B Shares issued in coninection with
acquisitions '
Class B Shares issued in connection with
conversion of debt

‘Tax benefit related to stock options . . ........ .

Foreign currency translation

Balance at December 31, 2005
"Netincome for2006 .....................
- Class A Shares issued in connection with prior
year acquisitions
Class A Shares issued in connection with
current year acquisitions .. ......... ... ..
Class A Shares issued in connection with
warrants, share-based compensation, and
Cbemefitplans .. ... L
Class B Shares issued in connection with CIG
acquisition
Settlement with First American for CIG
liabilities prior tomerger ................

Tax benefit relaied 1o stock options .. .. ...... .

Share-based compensation
* Foreign currency translation

Balance at December 31 , 2006

Accumulated
Common Coemmon Additional Other
Stock Stock Paid-in Comprehensive Retained
Shares Amount Capital Income Earnings _ Total
47,723 $48 . $259349 ;35— $109,616 $365,013
— - _ _ o (32,313)  (32,313)
— — — — 42,333 42,333
1,362 | 23,179 — — 23,180
44— 3704 — — 3,704
755 1 - 12,011 - — 12,012
—_ — — © 258 : — 258
50,084 $ 50 $298,243 $258 $119,636 $418,187
- — — —_ (25,657) (25,657)
—_ — 4,608 —_— — 4,608
— — —_ — 58,426 58,426
2,015 2 T 51,231, — _— 51,233
446 1 8.504 —_ — 8,505
2,244 2 7 46,553 . — —_ - 46,555
976 1 19,999 — — 20,000
—_ — 888 — - 838
— — —_ 103 L — 103
55,765 $ 56 $430,026 3361 $152,405 $582,848
— —' — R 66,161 66,161
T A— 2903 — — . 2903
435 — 10,200 —_ — 10,200
212 — 4,106 — — 4,106
1,650 2 @ — — —
- =19 (1,129)
—_ — a2 —_ —_ (12)
— — 9,565 9,565
— — —_ 299 — 299
58,179 $ 58 $455,657 $660 $218,566 3674941

The accompanying notes are an integral part of these consolidated financial statements.
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First Advantage Corporation

Consolidated Statements of Cash Flows - 4
For the Years Ended December 31, 2006, 2005 and 2004

2004

{in thousands) 2006 2005
Cash flows from operating activities: .
Netincome . ... e I e e $66,161 $ 58,426 '$ 427333
Adjustments to reconcile net income to.net cash provided by operating . : :
activities: ) : Con .
Depreciation and amortization ............ e e ‘39,152 27,605 23,184
Baddebtexpense ........ .. .. ... . . . i, e 5,587 1,477 . 1,466
Share-based compensation = ......... ...t 10,919 -~ . —
Minority interests in netincome .. ................. ... . 3,314 443 . =
Equity in earnings of investee ............... ... .. ... ..., (2,299) (1,385 (1,782
Deferred inCOME tAX - . .. oo o ov i r e, e 6.188 18,286 1781
Gainoninvestment . ................ e L. (6,993) (9.471) —_
Change in operating asscts and liabilities, net of acquisitions: . '
Accounts receivable ........ e T (29,914)  (13,823) (11,028)
Prepaid expenses and other current assets . . ... . e (2,982) (2,589) 1,391
L (Tt g T3 S (876)  (1,958) 5,721
Accounts payable .. ........... .. ii i 1,978 (6,162). 4,004
Accrued liabilities .. .. ... ... .. . .. . (4,868) - (530) (2973)
Deferred income ............ FA S (186) (1,307) © 769
Due to affiliates ........................ e 7,532 3,378 (2,683)
Net change in income tax accounts . ... ......... e (6,216) 4,624) 2,230
Accrued compensation and other liabilities .......... ... ... 6.807 4,540 (4.442)
Net cash provided by operating activities ............. 93,304 72,306 58,971

Cash flows from investing activities: - ' : . '

Database development COStS . ........c v rreein i irrnnrnennnns ‘(3,560) - (3.434) (2,906)
Purchases of property and eqhipmem ............... e (29,671  (19,102) (8,187)
Notes receivable ............. .. ... L= 4,000 1,000
Cash paid foracquisitions . ........... ... i, (34,642) (153,605) (58,455)
Cash balance of companies acquired .. ... 3,745 18,060 3,721
Net cash used in investing activities ............. .. (64,128) (154,081 (64,827)
Cash flows from financing activities: ' . ' :

Proceeds from long-termdebt .............. . ... .. . ... ... 71,516 180,081 72,000
Repaymentof long-termdebt . . ............. ... ... ... .. ....... (96,963) (106,870) (36,224)
Cash contributions from First American to LeadClick, LLC ....... o — 45,000 —
Proceeds from Class A Shares issued in connection with stock option _ .

plan and employee stock purchaseplan ......................... 2,463 7,603 3,704 -
Distribution to First American from CIG prior to the merger . ... .. - — (25,657) (32,313)
Distribution to minority interest shareholders ...................... (2,613) — -—

) Net cash (used in) provided by financing activities ... ... " (25,597) 100,157 7,167
Effect of exchange rates on cash .. ... e (18 - 2 62
Increase in cash and cashequivalents ..................... e 3,561 ~ 18,384 1,373
Cash and cash equivalents at beginning of period .. ..................... 28,380 9,996 8,623

$ 9,996

Cash and cash equivalents atend of period . ........................... $31,941 § 28,380

The accompanying notes are an integral part of these consolidated financial statements.
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(in thousands) : o 2006 2005 2004
Supplemental disclosures of cash flow mformatlon S PR - '
-Cash paid for mterest SR T D DA e e S, . $13,238:% 4769 § 2117
Cash paid for income lax'es ..... e ST ... $47841 $ 8803 $ 224
Cash receivéd for tax refund . .. ........... A . "$ — § — %2146
Non-cash investing and financing activities: _
Class A Shares issued in connection with acqmsmons R ooe. $13,103 0 $51,233 0 %$23,180
Class A Shares 1ssued in connectlon with convertlble debt . .‘.‘ r . ol $. — 5 — $l2,012
Notes and deferred payments in connection with acquisitions ............ $ 9,039 $56,191 $58,970
. Class A Shares issued for benef'lt. Plans . .. ... ..o e 1643 05 902 t_
" Class B Shares issued in connection with acquisitions .. ...... S8 — 846,555 ;T
Class B Shares issued for converted debt . ....... e 3 — $20,000 '$ —
' L
'
. ' Hy
! 1
] f L 1

The accompanying notes are an integral part of these consolidated financial statements, .
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- :Notes to Consolidated Financial Statements
For the Years Ended December 31, 2006, 2005 and 2004

1. Organization and Nature of Business

First Advantage Corporation (the “Company” or “First Advantage™) is a global risk mitigation and business
solutions provider and operates in six primary business segments: Lender Services, Data Services, Dealer
Services, Employer Services, Multifamily Services, and Investigative and Litigation Support Services.

The Lender Services segment provides consumer credit reporting solutions for mortgage and home equity
needs. .o '

The Data Services segment includes business lines that provide transportation credit reporting, motor
vehicle record reporting, fleet management, supply chain theft and damage mitigation consulting, consumer
location, criminal records reselling, subprime credit reporting, consumer credit reporting and lead generation
services, : . -

The Dealer Services segment serves the automotive dealer marketplace by delivering consolidated consumer
credit reports, credit automation software and automotive lead development services. >

The Employer Services segment includes employment background screening, hiring management solutions,
occupational health services, tax incentive services and payroll and human resource management.

The Multifamily Services segment includes resident screening services, property management software and
renters’ insurance services.

The Investigative and Litigation Support Services segment supports businesses, insurers and law firms
nationwide wigh their insurance fraud investigations, surveillance, computer forensics, electronic discovery, data
recovery, due diligence reporting and corporate and litigation investigative needs.

In September 2005, the Company completed the acquisition of The First American Corporation’s (“First
American”) Credit Information Group (“*CIG”) Business. First Advantage paid for the CIG Business and related
businesses with 29,073,170 shares of its Class B common stock. First American and affiliates own approximately
82% of the shares of capital stock of the Company as of December 31, 2006. The Class B common stock owned
by First American is entitled to ten votes per share on all matters presented to the stockholders for vote,

In March 2006, the Company issued 1,650,455 shares of its Class B common stock to FADV Holdings
LLC, a subsidiary of First American. The issuance of the Class B common stock was in accordance with the
Master Transfer agreement with First American for the purchase of its CIG Business, which included the
purchase of First American’s minority interest in DealerTrack Holdings, Inc. (“DealerTrack™). The Master
Transfer agreement required the Company to issue additional shares of Class B common stock to First American
in the event that DealerTrack consummated an initial public offering of its stock before the second anniversary of
the closing of the CIG acquisition and the value of the minority interest in DealerTrack exceeded $50 million.
The initial public offering was completed by DealerTrack on December 16, 2005. The Master Transfer
agreement required the Company to issue the number of shares equal 10 the quotient of {x) 50% of the amount by
which the value of the DealerTrack interest exceeds $50 million (based on the average closing price per share of
DealerTrack's stock over the 60 business day period beginning on the fifth business day after the completion of
its initial public offering), divided by (y) $20.50. :

2. Summary of Significant Accounting Policies
Basis of Presentation

The Company’s operating results for the years ended December 31, 2006, 2005 and 2004 include results for
acquired entities (excluding the CIG Business) from their respective dates of acquisition. The acquisition of the
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CIG Business by First Advaniage was a transaction between businesses under the common control of First !
American. In an acquisition of l'ausmesses under common control the acquiring company records acquired assets
and liabilities at historical costs. The consolidated statements of income and comprehensive income, changes in,
stockholder’s equity and of cash flows of First Advantage for the years ended December 31, 2005 and 2004
include the operations of the CIG business at historical cost assumtng the acquisition was completed on
January t, 2004,

. Certain amounts for the years ended December 31,-2005 and 2004 have been reclassified to conform to-the
2006 presentation.

The results of operations for the year ended December 31, 2005, include $3.2 million of nondeductible
merger costs that First Advantage incurred in connection with its acquisition of the CIG Business from First
American; $2.0 million of costs incurred in connection with the relocation of the company's corporate
headquarters and other office consolidations; and $0.6-million of costs related to the launch of the corporate
branding initiative that was announced in June 2005 These costs are mcluded in the Company s Corporate
segment

" . K L .
b, ' i i s . . +

Principles of Consolidation

The consolidated financial statements for the three years ended December 31, 2006 include the accounts of
the Company and all ma_|onty owned subsndlanes All 51gn1ﬁcant mter -company transactions and balances have
been eliminated.

L ' M

Use of Esnmares

i

_The preparauon of financial ‘;tatements in accordance wnh generally accepted accountmg principles requires
' management to make estimates and assumpttons ‘that affect the statements. Actual results could differ from the
estimates and assumptlons used.

Fair Value of Fmanc:al [nstrumems o ' ! '

R

The carrying amount of the Company s f nancial 1nstruments at December 31, 2006 and 2005, Wthh
inctudes cash and cash equivalents and accounts receivable, approx1mates fair value because of the short maturity
of those instruments. The Company considers the variable rate debt to be representative of current market rates
and, accordingly, estimates that the recorded amounts approximate fair market value. Fair value estimates of the
fixed rate debt were determined using discounted cash flow methods with a discount rate of 8.25% and 7.25%,
which estimates the rate that similar instruments could be negouated at December 31 2006 and 2005,
respectlvely " ' : .

The estimated fair values of the Company’s financial instruments, none of which are held for trading
purposes, are summarized as follows:

December 31, 2006 December 31, 2005

) Carrying Estimated Carrying Estimated

(in t‘housa{:d:) . L Amount Fair Value o Amount Fair Value

+ Cashand cashequivalents ................. $ 31941 § 31,941 § 28380 3 28380
Accounts receivable . ........... e ‘ 138,563 .+ 138,563 . 106,555 . 106,555 -

Long-term debt and capital leases ....... o, {200,325) . (199,748)  (220,571) (219,464)
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t

Cash Equivalents

The Company considers cash equivalents to be all short term investments that have an initial maturity of
90 days or less.

e

Accounts Receivable

Accounts receivable are due from companies in a broad range of industries located throughout the United
States and abroad. Credit is-extended based on an evaluation of the customer’s financial condmon and generally,
collateral is not required.

The allowance for all probable.uncollectible receivables is based on a combination of historical data, cash
payment trends, specific customer issues, write-off trends, general economic conditions and other factors. These
factors are continuously monitored by management to arrive at the estimate for the amount of accounts
receivable that.may be ultimately uncollectible. In circumstances where the Company is aware of a specific
customer’s inability to meet its financial obligations, the Company records a specific allowance for doubiful
accounts against amounts due, to reduce the net recognized receivable to the amount it reasonably believes will
be collected. Management believes that the allowance at December 31, 2006 and 2005 is reasonably stated.

Property and Equipment

" Property and eqmpment are recorded at cost. Property and eqmpment includes computer software acqmred
and developed for internal use. Software development costs are capitalized frorn the time technological
~ feasibility is established until the software is ready for use.

The Company follows Statement of Position (“SOP”) 98-1, “Accounting for the Costs of Computer
Software Developed or Obtained for Internal Use.” SOP 98-1 requires the Company to capitalize interest costs
incurred and certain payroll-related costs of employees directly associated with developing software in addition
to incremental payments to third parties. The Company capitalized interest of approxnmately $0.7 mllllon and

- §0.4 mlllmn in the years ended December.31, 2006 and 2005, respectively.

Depreciation on leasehold improvements is computed on the straight-line method over the shorter of the life
of the asset, or the lease term, ranging from 3 to 13 years. Depreciation on data processing equipment and
furniture and eqmpment is computed using the straight-line method over their estimated useful lives ranging
from 3 to 10 years. Capltallzed software costs are amortized usmg the stralght -line method over estimated useful
lives of 3 to 7 years.

Database Development Costs

Database development costs represent the cost to develop the proprietary databases of information for ’
customer usage. The costs are capitalized from the time technological feasibility is established until the
information is ready for use. These costs are amortized using the straight-line method over estimated useful life
of 7 to 10 years.

Goodwill, Customer Lists and cher'lniangible Assets

Netes to Consolidated Financial Statements—(Continued)

‘ Customer lists are amortized using the straight-line method over their estimated useful lives, ranging from 4
to 20 years. Other intangibles, which include covenants not to compete and trade names, are amortized using the

‘ * straight-line method over their estimated useful lives, ranging from 2 to 20 years. The Company regularly

| evaluates thé amortization period assigned to each intangible asset to ensure that there have not been any events
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or circumstances that warrant revised estimates of useful lives. The Company has selected September 30 as the
annual valuation date to test goodwill for impairment. The valuation was performed by the Company in 2006 and
2005. . ’ : )

The Statement of Financial Accounting Standards (“SFAS™) No. 142, “Goodwill and Other Intangible
Assets,” impairment testing process includes two phases. The first phase (Test 1) compares the fair value of each
reporting unit to its book value. The fair value of each reporting unit is determined by using discounted cash flow
analysis, market approach valuations and third- -party valuation advisors, If the fair value of the reporting unit
exceeds its book value, the goodwill is not considered lmpaxred and no addmonal analysis is requlred However,
if the book value is greater than the fair value, a second test (Test 2) must be completed to determine if the fair
value of the goodwill exceeds the book value of the goodwill. The fair value of the goodwill is determined by
discounted cash flow analysis and appraised values.

Purchase Accounting ) : , .

The purchase method of accounting requires companies to assign values to assets and ligb{lities 'aéquired
based upon their fair values. In most instances there is not a readily defined or listed market price for individual
assets and liabilities acquired in connection with a business, including intangible assets. The determination of fair
vatue for assets and liabilities in many instances requires a high degree of estimation. The valuation of intangible
assets, in particular is very subjective. The Company generally uses internal cash flow models and in certain
instances third party valuations.in estimating fair values. The use of different valuation,techniques and
assumnptions could change the amounts and useful lives assigned to the assets and liabilities acquired, including
goodwill and other intangible assets and related amortization expense. Amounts allocated to certain assets and
liabilities as of December 31, 2006 are based on preliminary estimates of fair value and may be revised. The
Company does not anticipate that revisions to the amounts allocated to the acquired assets and llabllmes if any,
will be significant to the Company s financial statements.

Income Taxes

Taxes are based on income for financial reporting purposes and include deferred taxes applicable to
temporary differences between the financial statement carrying amount and the tax basis of certain of the
Company’s assets and liabilities. The tax provision has been calculated on a separate return basis. The
Company’s income tax returns are filed either on a separate company basis or as part of the consolidated income
tax returns of First American, depending on when an operating subsidiary was acquired and the rules of the
Jurisdiction. The Company has a tax sharing arrangement with First American whereby the Company will fund
any tax liabilities due related to its operations and First American will repay any refunds received related to the
Company’s operations. Such items are accrued in the year to which they relate. -

lmpa:rmem of Long-Lived Assers

With respéct to long-lived assets to be held and used an asset (or group of assets) will be considered
impaired when the expected undiscounted cash flows from use and/or disposition are less than the asset’s- .
carrying value. The amount of any impairment charge will be based on the difference between the carrying and
fair value of the asset. The determination of fair values considers quoted market prices, if avallable and prices
for similar assets and the results of other valuation techmques .

For assets to be sold, an asset (or group of assets) that meets the criteria established by'SFAS No. 144,
“Accounting for the Impairment of Disposal of Long Lived Assets,” for classification of assets held for sale will
be carried at the lower of carrying amount or fair value less cost to sell. :
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Revenue Recognition e

Revenue from the sale of reports and léads is recogmzed at the time of dellvery, as'the Company has'no
significant ongoing obligation after dehvery Revenue from investigative services is recognized as services are
performed. In accordance with generally accepted accounting principles, the Company includes reimbursed
govemmenl fees in revenue and in cost of service.

Revenue via the eAdverti'sing network of LeadClick Media, Inc. is recognized when transactions are -
completed as evidenced by qualifying actions by end users of the publishers and /or advertiser on the propriefary
eAdvertising network. Revenue as a result of list management serv:ces is recognized when transactions are’
completed as evidenced by quahfymg actions of end users. In most instances, the quahfymg action that
completes the earnings process is the submission of an on-line form’ tlrat generates a sales lead via the internet.’

Membership fees, billed monthly to member’s accounts, are recognized in the month the fee is earned. A
portion of the membership revenue received is paid in the form of a commission to clients and is reflected in
other operating expenses. Revenue earned from provrdmg services to third party issuers of membership based
consumet products is recogmzed at the time the serv1ce is provided, generally on a monthly ba51s

Software maintenance revenues are recognized ratably over the term of the maintenance period. Custom
programming and professional consulting seérvice revenue is recognized using the percentage of-completion
method pursuant to Accounting Research’Bulletin (ARB) No. 45 “Long-Term Construcuon -Type Centracts.” To
the extent that- interim amounts billed to clients exceed revenue earned, deferred income is recorded. Other "
revenue is recognized upon compleuon of the contractual obllgauon Wthh is typically evndenced by dellvery of
the product or performance of the service. : ’

¥
LI . . - r

Comprehensive Income

SFAS No. 130, “Reperting Comprehensive Income”, governs the financial statement presentation of
changes in stockholders’ equity resulting from non-owner sources. Comprehensive income includes ail changes
in equity except those resulting from investments by owners and distribution to owners.

Share Based Compensation

Effective January’ 1, 2006, the Company adopted SFAS No. 123R (rewsed 2004}, “Share Based Payment v
which is a revision of SFAS No. 123 “Accountmg for Stock-Based Compensation” and supersedes Accounting
Principles Board (“APB™) Opinion No. 25 “Accounung for Stock Issued to Employees” and its related ‘
implementation guxdance The Statement focuses pnmanly on accounting for transactions in which an entity
obtains employee services in share-based payment transactions, SFAS No. 123R requires a public entity to
measure the cost of employee services received in exchange for an award of equity instruments based on the
grant-date fair value of the award (with limited exceptions). The cost is recognized over the period during which
an employee is required to provide services in exchange for the award. The Company adopted SFAS No. 123R
using the modified prospective method. Under this method, results of prior periods are not restated.-Share-based
compensation expense for the twelve months ended December 31, 2006 was $10.9 million ($8.0 million after tax
or $0.14 per basic and diluted share). _ : :
. . . ' . a0, !

Commencing with the first quarter of fiscal 2006, the Company,began transitioning from the Black-Scholes,
options model to a lattice model to estimate the fair value of new employee stock options on the date of grant.
The Company. believes the lattice option pricing model provides a more refined estimate of the fair value of our
employee stock options, The fair value of each option grant was estimated on the date of the grant using the -
Black-Scholes option pricing model for all grants prior to January, I, 2006. For option grants in January 2006 and’
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thereafter, the fair value of each option grant is estimated on the date of the grant using the lattice option pricing
model. The option pricing models incorporate the following.

e [ i At December 31,

. 2006 2005
. o . . (Lattice) . (Black-Scholes)
Expected dividend yield ........ ... ... .. .. .. ....7 ... " 0% 0% - -
Risk-free interestrate (O .. ...... e e 4.56-4.81% 4.52%
Expected volatility @ ...... S e e 30% 25%
Expectedlife® .. ................, e e . 5 6

M The risk-free rate for the periods within the contractual term of the options is based on the U.S. Treasury
yield curve in effect at the time of the grant.

@  The expected volatility is a measure of the amount by whlch a stock price has fluctuated or is expected to -
fluctuate based primarily on the Company’s historical data. . '

) The expected life is the period of time, on average, that participants are expected to hold thelr optlons before
exercise based primarily on the Company’s historical data.

As share-based compensation expense recognized in the Consolidated Statements.of Income and
Comprehensive Income for the twelve months ended December 31, 2006 is based on awards ultimately expected
to vest, it has been reduced for estimated forfeitures. SFAS No. 123R requires forfeitures to be estimated at the
time of grant and revised, if necessary, in subsequent periods if actual forfeitures-differ from those estimates.
Forfeitures were estimated based primarily on historical experience. In the pro forma information required under
SFAS No.123 for the periods prior to fiscal 2006, the Company accounted for forfeitures as they occurred.

As of December 3 1, 2006, $11.6 million of total unrecognized compensation costs related to non-vested
awards is expected to be recognized over a weighted average period of 1.4 years. There were no share-based
compensation costs capitalized as of December 31, 2006.

The Company did not recognize share-based compensation related to options for the years ended
December 31, 2005 and 2004. The exercise price of the Company’s employee stock awards equaled the market
price of the underlying stock on the date of the grant per APB Opinion No. 25, “Accounting for, Stock Issued to
Employees,”, and related interpretations. Prior to January 1, 2006, the Company followed SFAS No. 123,
“Accountmg for Stock Based Compensatlon " as amended by SFAS No.148 “Accounting for Stock-Based
Compensation—Transition and Disclosure,” through disclosure only. The Company accounted for share-based
compensation using the intrinsic value method prescribed in APB Opinion No. 25, and related interpretations.
The fair value for each option grant was estimated under SFAS No. 123 using the Black-Scholes pricing model.
If the Company had elected or was required to apply the fair value recognition provisions of SFAS No. 123, to
share-based employee compensation, net income and net income per share would have been reduced to the pro
forma amounts indicated in the following table for the years ended December 31, 2005 and 2004.

(in thousands, except per share amounts) | 2005 2004 _
. Net income, as reported . .. ... ... ... iiiii i $58426  $42,333
. Less: share-based compensation expense netoftax .............. 6,440 4,262
Proforma netincome ...........oeuueiviiniiiinnneen i, $51,986  $38,071
Earnings per share: : - .
Basic, S reported . ... ... ... $ 110 % 085
Lo Basic,proforma .......... ... ... ... ... ... U $ 098 % 077 -
o Diluted, as reported . ... ... e e $ 1.9 $ 085
' Diluted, pro forma . ... e $ 097 3% 076
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‘Recent Accounting Pronouncements o : o o

In July 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretauon No. 48,
“Accounting for Uncertainty in Income Taxes—an mterpretanon of FASB Statement No. 109” (“FIN 487),
which clarifies the accountmg for and disclosure of uncertainty in tax positions. FIN 48 prescribes a recognition
threshold and measurement attribute for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. FIN 48 also provides guidance on derecognition, classification,
interest and penalties, accounting in interim periods, disclosure and transition associated with tax positions. The
provisions of FIN 48 are effective for fiscal years beginning after December 15, 2006. The Company is currently
evaluating the éffects of adoption on its consolidated financial statements and the impact, if any, is not knc_)wn at
this time.

3. Acquisitions - - ' N
During 2006, the Company acquired eleven biisinesses. Nine acquisitions were in the Employer Services
segment and two were in the Investigative and Litigation Support Serviées segmeént. The préliminary allocation

of the purchase price is based upon estimates of the assets and liabilities acquired‘in accordance with’SFAS
No.141, “Business Combinations."

. .o ) : ‘ Ty 1.
The aggregate purchase pnce of these acqmsmons is as follows:: o ' ‘ !
(in i‘housands) . , 0. . ‘ - - .-
Cash ....... S, e s e ceeee 534642
Notespayable ....... e e . 5,881
Deferred payments ................. [P U 3,158
Stock (435 Class Asharesissued) ... .. ittt iie et . -10,200
I SR T ' © v $53881°
The allocation of the.aggregate purchase price of the acquisitions in 2006 is as follows:. . ,
(én thousands) ) ) . E CC L ) '
" Goodwill .., 0. e T T RTTT 842,471
Identifiable mtanglble assets U S e L. 705
Net assets acquired e e, e ...... 3,705
e S $53,881
The changes in the carrying amount of goodwill, by opcratmg segmcnt for the.year ended December 31,
2006 are as follows: . .- - ... . o _ .. . . . '
| Balance at S " Adjustmentsto ' Balance at
. December 31, net assets December 31,
(in thousands) . 2005 " Acquisitions acquired 2006
Lender SErvices «.................. e .. $47082 8 —  $ (282) - $ 46,800
Data Servipeé PO O . L. . 219266 = (1,018) 218,248
Dealer Services ... ... e T e 56,893 — (898) 55,995
Employer Services ............... ... .. it 180,114 41,496 2402 - 224,012
Multifamily Services . ........... ... ... . ... ..., 46,535 — 1,565 - 48,100
Investigativé and ngauon Support Services ......... . 55,994 975 — 56,969
Consolidated .. .... ... P $605,884  $42,471° " $ 1,769 $650,124
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The adjustments to net assets acquired represent post acquisition adjustments for those companies not -
acquired in the period. C _ R

In applying the purchase method of accounting, management undertook a comprehensive review of the
acquired entities to ensure that all identifiable assets and liabilities are properly recorded at their fair value. The
acquisition of these companies was based on management’s consideration of past and expected future
performance as well'as the potential strategic fit with the long-term goals of First Advantage. The expected long-
term growth, market position and expected synergies to be generated by inclusion of these companies are the
primary factors which gave nise to an acquisition price which resulted in the recognition of goodwill.

In determining fair value, the Company utilizes a variety of valvation techniques including discounted cash
flow analysis and outside appraisals to the extent necessary given materiality and complexity. All excess
purchase price is appropriately recorded as goodwill. The useful lives for all assets recorded in purchase
accounting are based on market conditions, contractual terms and other appropriate factors.

In connection with the 2005 acquisition of LeadClick Media Inc. (*LeadClick™), Lhe Company and First
American are obligated to purchase the remaining 25% interest in LeadClick ratably over the following three
years ualess the pericd is extended by mutual agreement of the parties. In addition, certain acquisitions have
success consideration payments or earn-out provisions included in the purchase agreements. At December 31,
2006, the Company estimates that approximately $31.2 million in additional consideration will be paid in the
next twelve months in connection with these acquisitions. The payments will be in the form of cash, stock and
debt. The actual amount of the consideration is dependent upon the future operating results of the respective
acquisitions. The Company will record the fair value of the additional consideration issued as an additional cost
of the respecnve acquired entities at such time as the contmgency is resolved and the additional conmderatlon is
dlsmbutable The additional cost will be recorded to goodwﬂl '

Unaudited pro forma results of operauons assuming all of the acquisitions were consummated on January 1,
2005 are as follows: .

- (in thousands) ' . 2005 . 2005
Total TEVENUE . , .+, e $835,033  $777,648
Netincome ... ... ...t iiiiieiiiiaiiiinnns $ 66,464 $ 60,554

‘e . . .
Earnings per share : . : )
T BaASIC L e e $ 115 § 1.09
Diluted ...... .. e 8 L4 108
Weighted-average common shares outstandmg
BasSiC ...t " 57,724 55,354
Diluted ... ... e 58,301 56,064

4. Goodwill and Intangible Assets

The Company’s reponting units for purposes of allocating goodwill and testing for impairment are the -
following: (i} lender services; (ii) data services (consumer location, subprime lending, transponation',-cdnsumer
credit, fleet management) ; (iii) dealer services; (iv) employer services; (v) multifamily services; and
(vi) investigative and litigation services. ‘
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In accordance with the adoption of SFAS No. 142, “Goodwill and Other Intangible Assets,” the Company
completed the transitional goodwill impairment test for all reporting units and determined that each reporting unit
had a fair value in excess of carrying value, therefore, no goodwill impairment was recorded. The annual test for
impairment was again performed in 2006, by, management (using the September 30 valuation date) and each
reporting unit had a fair value in excess of carrying value and no goodwill impairment was recorded.

. Goodwill and other intailgible assets for the years ended December 31, 2b06 and 2005 are as follows; .

(in thousands) T ' o ' t 2006 - 2008 -
Goodwill & ............ A PR, . ... $650,124  $605,884
Customer lists ... ..... e .. $96917 - $ 90437 -
Less accumulated amortization ..., ............. SERIETEY . (22,498) (11,526)
Customer lists, net ........ U S . e . $. 74419 $778911 -
Other intangible assets: ‘ '
Noncompete agreements ...... e e . . 15,084 13,530 -
Trade names ..:........ e P e e ) 21,607 21,596 . .-
Other .. ... ... ... ... S [N — . 129 .
. : L P : 36,691 35255 . -~
Less accumulated amortization ............... 0 ...... T (8,367} (2, 892)
Other intangible zissets, 1T I . $28324 7§ 32,363 -

Amortization expense of customer hsts and other intangible assets was approxxmately $16.6 lTlllllOl'l $8.1
million and $3.9 million for the years ended December 31, 2006, 2005 and 2004 respectively. Amortxzatlon
expense relating to customer lists and other mtanglble asset balances as of December 31, 2006 is expected to be
as follows over the next five years:

(in thousands)

Year ending December 31,

7. 0L $ 17447
1 T 15,985
200 e e e e e 14,557
20 e e e e . 14,045
20 L e e e e e 11,339
B 1 10 (=T 1 1= o OGO 29,370

$102,743

The change in the carrying amount of intangible assets is as foilows for the year ended December 31, 2006:

Other

B . - Intangible Customer
(in thousands) . Assets Lists
Balance, at December 31,2005 ........ e i, $32363 $ 78911
Acquisitions ................... e e 1,584 6,121
Adjustments ........ B e ) | ~361
AMOItZAON L.ttt ety : (5,654) (10974 -
Balance, at December 31,2006 ................... PO 1 $28324  $74,419
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5. Property and Eqmpment . : .
As of December 31 2006 and 2005, property and equipment is as follows:

Fl

{in thousands) ’ e 2006 -2005
. Furniture and eqUipment .. ............o.ourineirraneneons.. " $ 17,741 $ 16,131
Data processing equipment . ......... ... e 25,202 122,174
Capitalized software ...................0. .. ... e 110,426 92,479
Leasehold improvements . . . .........ovieeiiineninnnennn. 10,345 7,944
C S 163714 138,728
Less accumulated depreciation ...........: S e (94,783) (82,044)

Property and equipment, net .. ... e $ 68,931 .3 56,684

Depreciation and amortization expense was approximately $19.5 million, $16.5 million and $16.7 million
for the years ended December 31, 2006, 2005 and 2004, respectively.

6. Database Development Costs

Database development-costs for the years ended December 31 2006 and 2005 are as follows:;

(in thousands) o ' . 2006 ' 2005
Evictiondata . ........ ottt i e e % 16,057 $ 13,862
Criminaldata . ....... .. i e 3,785 3,035
Sub-prime creditdata ......................... e 1,650 5,962
Less accumulated amortization ............... ... ... .. ... (10,852} (12,732)

Database development costs .. ....................... T.ool... $10640  $°10,127

Amortization expensé relating to database development costs was approximately $3.0 million, $3.0 million
and $2.5 l'mlllOIl for the years ended December 31, 2006, 2005 and 2004, respectively. Approximately $4.7
million in fully amomzcd sub- pnme credit data was disposed of as of December 31, 2006.

7. lnvestmént in Equity Investee

’

During March 2003, the Company exchanged its equity interest in a substdiary of First American Credit
Management Solutions, Inc. (“CMSI"™), a division of the CIG-Business, for a 21% equity interest in DealerTrack,
a leading provider of transformational business processes for the auto finance industry. The transaction was
accounted for at fair value determined by a third party. The investment in DealerTrack is accounted for on the
equity method. An investor using the equity method initially records an investment at cost. Subsequently, the
carrying amount of the investment is increased to reflect the investor’s share of income of the investee and is
reduced to reflect the investor’s share of losses of the investee or dividends received from the investee. The cost
of the investient exceeded the Company’s ownership interest in the equity of DealerTrack by approximately
$28.6 million at the date of acquisition and the excess purchase price was accounted for as goodwill. The

Company has reviewed the carrying value of its Investment in Equity Investee and has determined that there is
no impairment of value. - :

»

In March 2006, the Company issued approx1mately 1.7 million shares of its Class B common stock to
FADYV Holdings LLC, a subsidiary of First American. The issuance of the Class B common stock was in
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accordance with the Master Transfer agreement with First American for the purchase of its Credit Information
Group, which included the purchase of First American’s minority interest in DealerTrack. The Master Transfer
agreement required the Company to issue additional shares of Class B common stock to First American in the

" event that DealerTrack consummated an initial public offering of its stock before the second anniversary of the

closing of the CIG Business acquisition and the value of the minority interest in DealerTrack exceeded $50
million. The initial public offering (“IPO™) was completed by DealerTrack on December 16, 2005. The.Master
Transfer agreement required the Company to issue the number of shares equal to the quotient of (x) 50% of the
amount by which the value of the DealerTrack interest exceeds $50 million (based on the average closing price
per share of DealerTrack’s stock over the 60 business day period beginning on the fifth business day after the
completion of its initial public'offering), divided by (y) $20.50.

As aresult of the IPO, the Company recognized a 2005 pretax investment gain of approximately $9.5
million. The sale of the stock was at a price per share in excess of its carrying value. As a result of the issuance of
the shares, the Company’s ownership interest in DealerTrack decreased from approximately 21% to 16%.

In QOctober 2006, DealerTrack completed a follow on offering of its stock. As result of the offering, the
Company recognized a pretax investment gain of approximately $7.0 million. The sale of the stock was at a price
per share in excess of its carrying value. As a result of the issuance of the shares, the Company’s ownership
interest in DealerTrack decreased from approximately 16% to 14%. The Company will continue to account'for
the investment under the equity method since it has maintained significant influence at DealerTrack 1ncludmg
representanon on their Board of Directors.

L

. B . . [}

8. Debt
- On September 29, 2005, the Company executed a revolving credit agreement; with-a bank syndication (the
“Credit Agreement”). Borrowings available under the Credit Agreement total up to $225 million, The Credit

Agreement includes a $10 million sub-facility for the issuance of letters of credit and up to a $5 million swing
loan facility. The credit facility maturity date is September 28, 2010,

The interest rate is based on one of two options consisting of 1) the hlgher of Federal Funds Rate plus l/z%
and Bank of America’s announced “Prime Rate” or 2) a “LIBOR based rate”. The “LIBOR based rate” is based
on LIBOR plus a margin that can range from 1.125% to 1.75% (based on progressive levels of leverage). Flrst
Advantage management must elect the LIBOR based option up to three days pnor 1o its utilization.  * -

The Credit Agreement contains usual and customary negative covenants for transactions of this type
including but not limited to those regarding liens, investments, creation of indebtedness and fundamental |

" changes, as well as financial covenants of consolidated leverage ratio and minimum consolidated fixed cha:ge

coverage ratio.

The Credlt Agreement contains usual and customary provisions regardmg acceleratlon In the event of a
default by the Company under the credit facility, the lenders will have no further obligation to make loans or -
issue letters of credit and in some cases may, at the option of a majority of the lenders, declare all amounts owed
by the Company immediately due and payable and require the Company to provide collateral, and in some cases
any amounts owed by the Company under the credit facility will automatically become immediately due and
payable. The Credit Agreement is collateralized by the stock of the Company’s subsidiaries.

At December 31, 2006, the Company was in compliance with the financial covenants of its loan agreement.

58




First Advantage Corporation
Notes to Consolidated Financial Statements—(Continued)
For.the Years Ended December 31, 2006, 2005 and 2004

On July 31, 2003, the Company entered into a Promissory Note with First American. The loan evidenced by
the Promissory Note was a $10 million uncollateralized revolving loan, with interest payable monthly. The
Promissory Note bore interest at the rate payable under the syndicated bank debt plus 0.5% per annum, The note
was repaid, in full, in the first quarter of 2006. :

Long-term debt consists of the following at December 31:

(in thousands) ' _ 2006 2005

Acquisition notes:
Weighted average interest rate of 6.6% and 5.7% at December 31, 2006
and 2003, respectively, wuh maturities through 2000 ... $ 49,791 § 74,790
Bank notes:
$225 million Secured Credit Facility, interest at 30-day LIBOR plus
1.25% (6.6% and 5.6% at December 31, 2006 and 2005,
respectively), matures September 2010 .............. . ......... 150,000 135,500

Promissory notes with First American: .
$10 million revolving loan, interest at 30-day LIBOR plus 1.75% (6.1% = -~ o

at December 31, 2005 repaid March 2006) . ............ ... ... —_— 10,000
" Capital leases and other debt: Lo . .
Various interest rates with maturities through 2000 ..., ELE 281
Total long-term debt and capital leases . . .................... ... ... 200,325 220,571
Less current portion of long-term debt and capital leases . . ............... 20,794 38,444
Long-term debt and capital leases, net of current portion . . . . . e ... 8179531 $182,127

Aggregate maturities of long-term borrowings over the next four years are as follows:

(m thousands)

Year ending December 31,

L $ 20,794
7 16,758
2000 e e e 6,773
2000 . e 156,000
T P $200,325
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9, Income Taxes @ '
The provision (benefit) for income taxes is summarized as follows:
1 . . .ot L )

(in thousands) ‘ : 2006 2005 2004

Current: . _ o
Federal ........ooooeiiiiiiiiinineannans ... $35365 $19.601  $21,124
State ... i e 4,397 4,701 6,539
Foreign ."....... ... i 1,065 560 —
40,827 - 24,862 . 27,663
- Deferred:” - o . T
Federal ........ 7,330 14,123 1,740 « ¢
State . ...ooi..li... SUOPOUUE SR :.(161) 4,595 317
Foreign ........... e e e o (223) (38 =~ —
' ) | 6946 18660 " 2,057

Total current and deferred .. ............. e, $47,773  $43,522  $29,720

Income taxes differ from the amounts computed by applying the federal income tax rate of 35.0%. A
reconciliation of the difference is as follows: o ; to

 (in thousands) oo 2006 2005 2004
. Taxes calculated at federalrate ............ [ $41,037 $35685 $25,181
State taxes, net of federal benefit . . ... . S 2,753 6,043 4457
Exclusion of certain expenses: :
Meals and entertainment expenses . . . .. T e.. o361 285 216
Incentive stock option . ........... ...l 1,364 — —
Other items, Met .. ......oouiiirnnnaaniiaiaannn. 2,258 1,509 (134)

$47,773  $43,522 ° $29,720
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-+ The pnmary components of temporary differences that give rise to the Company’s net deferred tax liability

areasfollows oL .- : o TR O
(:n rhousands) ‘ . ' BN “_: . - " 2006 ' 2005 "’_’ t
.‘ - - ,. - N ) n L ) . as b 'l . - . 1, . . L) L
Deferredtax assets ; o . N T L D
Federal net operating losscarryforwards ................... $20,404 $21 792< .-
- State net operating loss carryforwards ..................... 3,228+ 4,878
e USHIBIAX st s e, 3828 3,404,
, rBaddebtreserves...‘_..'..,...t......_._....' ......... wieee--t L2688 2,107
' Employee benefits ........... ... P P 11 SRS by | '
Accrued expenses and loss reserves e s . L 545 .
S Otheri ...l U e 297 1 243 ‘
. .. Less: yalnation allowance ............. s Teeenns er (2,008) . (183)
o o Lo o 33716 f,~.34,-547 L
_‘Deferred tax liabilities: , *+ = ! " Bett el ey A s
Deprecrable and amortizable assets ....... A T 57 201 55,854 - vt
Equity in' eam1ngs of investee ... :7 ...\ ... R SRS DR 9,05p. 54627 0
Other ................................... AU 216 - 444 -0
L . S 66467 -~ 6LT60 .

Net deferred tax llab1l1ty ....... ST S $32,751 C 123

T - ' : R 1

. As.of December 31; 2006 the Company esttmates that federal and state net- operatrng loss carryforwards of
approximately $58.3 miltion and $48.8 million, respectively will be available to reduceifuture taxable i income:
after taking into.account.various federal and state- limitations on the utrlrzauon of such net operating loss SRR

3

+ -

-

carryforwards Sl T K no ST A RSO

-r i . N o .
y Wt . ' o .o .f{

The Company evaluates the reallzabrhty of its deferred tax assets by assessrng the valuation’ allowance and

by adjusting the amount of sich allowance if necessary. The factors used to assess the likelihood of realization |
are the Company’s forecast of future taxable income and available tax planning strategies that could be -, _
implemented to realize the net deferred tax assets. Based upon a sustained pattern of historical taxable income, _ .

“projections for future taxable income over the periods in which the net operating. losses will be deductible, ,
management believes it is more likely than not that the Company will not realize the beneﬁts ofa portion of the i,
net operatmg loss carryforwards. The valuauon allowance con51sts of the estimated-tax effect of the unutilized
net. operatmg loss carryforwards,

At g

As of December 31, 2006, United States taxes werernot provrded on mcome of our forergn subsrdlanes as -
the Company has 1nvested or expects 1o invest the undlstnbuted mcome 1ndeﬁn1tely Incorne before mcome taxes
and minority’i mterest for our foreign subs:dranes was $2. 2 mlllron for the year ended December 31, 2006 If i in_
the future these eammgs are repatnated to the Uruted States or 1f the Company determmes that the earmngs w11l

. be remltted in the foreseeable future addmonal tax’| prov1srons may be requ1red

Y i l. ! aoLr L L T

10. EmployeeBenet'ts .( ST cL ) .".H"!'. . ‘” ‘:'. St
~ Effective January 1, 2004 the Company created the Frrst Advantage Corporation 401(k) Plan (the “Savings
Plan”). All employees of the Company who participated in the First American Corporation 401(k) Savings Plan

(the “First American Plan™} were transferred into the Savings Plan. A total of 2.0 million shares of First ». -

Advantage Class A common stock are reservéd for i 1ssuance in connectron with the Company’s Savmgs Plan. The -
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Savings Plan allows for employee-elective contributions up to the maximum deductible amount as determined by
the Internal Revenue Codé. In previous years, the Company made contributions to the Savings Plan based on
profitability, as well as contributions of the participants. For the 2006 ptan year, the Company is matching dollar
for dollar up to three percent of the employees’ eligible pay. The Company’s expense related to the Savings Plan
amounted to approximately $3.4 million, $1.2 million, and $0.9 million for the years ended December 31, 2006,

- 2005, and 2004 respectively. .

Prior to ] anuary 1, 2004, employees of the Company were eligible to participate in the First American Plan,
which was available to substantially all employees. Prior to the merger, the employees of the CIG Business
participated in the First’American Plan.. The Company’s expense related to the First American’ Plan amounted to
approximately $2.2 nnllxon for the years ended December 31 2005 and 2004.

Certaii employees of the Company are eligible to participate in First "American’s defined berefit pension
plan. Prior to thé merger, certain employees of the CIG Business were eligible to participate in First American’s
defined benefit pension plan. The Company expensed payments to the pension plan of approximately $0.5
million, $0.7 million and $0.7 million for the years ended December 31, 2006, 2005 and 2004, respectively. The

actuarial present value of accumulated plan benefits and net assets available for beneﬁts to, the Company ]
" employees under this plan is not readily avallable

In August 2003, thé Company’s board of directors approved the First Advantage Corporation 2003
Employee Stock Purchase Plan (the “Stock Purchase Plan™). The Stock Purchase Plan, which is intended to
qualify under Section 423 of the Internal Revenue Code, allows eligible employees to purchase First Advantage .
Class A common stock through payroll-deductions for 85% of the fair market value of the First Advantage
Class A common stock. Participation in the plan is voluntary. Eligible employees may participate by authorizing
payroll deductions of up,to 15% of their base pay for each payroll period. At the end of each one-month offering

‘penod each participant will receive an amount of First Advantage Class A common stock equal to the sum of
that participant’s payroll deductions during such period divided by 85% of the fair market value of the common
stock at the end of the period.-No employee may participate in the plan if such employee owns or would own
after the purchase of shares under the plan, 5% or more of the voting power of all classes of First Advantage
stock. Shares of First Advantage Class A common stock-issued under the Stock Purchase Plan must be held for a
period of one year. A total of 1.0 million shares of First Advantage Class A common stock are reserved for
issuance under the plan A total of 63,608 and 29,446 shares have been issued in connection w1th the plan dunng
the years ended December 31, 2006 and 2005, respecttvely n

11. Related Parties

. Flrst American prov1des certain legal ﬁnancral technology, admtmstrattve and managenal support services
to the Company ‘A service agreement was entered into on January 1, 2004. Under the terms of the agreement,
human resources systems and payroll systems and support, network services and financial systems are provided -
at an annual cost of approx1mately $0.3 million. In addition, certain other services including pension and 401(k)
expenses, corporate and medical insurance, persona] property leasing and company car programs are provided at
actuai cost. The initial term of the agreement is for one year, and self renews every six months. The Company, .
excluding the C1G Business, incurred approxrmately $0.3 million in service fees for the years ended ‘
December 31 2006, 2005 and 2004.. L -

] |.r"~‘. ¥ . . n

First American and certain afﬁltates provided sales and marketmg, legal, ﬁnanmal technology, leased
* facilities, leased equlpment and other administrative-services to the CIG Business. As part of the acquisition of
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the CIG Business, an amended and restated services agreement was entered into on September 14, 2005. Under
the terms of the new.agreement,-human resources systems and payroll systems and support, network services and
financial systems are provided at an annual cost of approximately $4,500,000. In addition, certain other services
including pension and 401(k) expenses, corporate and medical insurance, personal property leasing and company
car programs are provided at actual cost. The initial term of the agreement is for one year, and self renews every .
six months. The Companiy also entered into an agreement with First American to lease the CIG Busmess office
space in Poway, California. The lease is for an initial lease term of five years to commence on the closmg date :
with a one-time option to renew the term for an additional five years. The rent payable under the lease will be
approximately $169,000 a month and the Company is obligated to pay all costs and expenses related to the .
property, mcludlng operating expenses maintenance and taxes. The CIG Business recogmzed appr0x1mately
$11.6 million, $13.7 million and $1 1.7 million in operating expense in 2006, 2005 and 2004, respecuvely
relating to these services. The amounts allocated to the CIG Busmess prior-to September 14, 2005 were based on
management’s assumptions (primarily usage, time incurred and ‘number of employees) as to the propomon “of the
services used by the CIG Business in relation to the actual costs incurred by Flrst American and afﬁllates in
providing the serv1ces ,

In 2004, the Company incurred costs of approx;mately $150 000 for internal audit services prov:ded by First
American, R
Effectlve January 1, 2003, the Company and a subsidiary of First Amencan entered into an agreemem
whereby the Company w1ll act as an agent in selling renters insurance. The Company receives a commission of
12% of the insurance premiums and 20% of the profits (as defined in the agreement) of the i msurance premiums
written. Commissions earned in 2006, 2005 and 2004 were approximately $0.8 mllllon $0 3 million and $0.1

million, respecuvely

The Cdmfiany performs employment screening and hiring management services for First American, Total
revenue from First American was approximately $2.8 million, $0.7 million and $0.4 mllllon for the years ended
December 31, 2006 2005 and 2004, respectively.

First American Real Estate Solutions, LLC (“FARES”), a joint venture between First American and
Experian Information Solutions, Inc.’(“Experian”), owns 50% of a joint venture that provides'morigage credit . ..
reports and operations support to a nationwide mortgage lender. In accordance with the terms-of the joint venture
operating agreement, the mortgage and consumer credit reporting operation of FARES receives a merge fee per
credit report issued and is reimbursed for certain operating costs. In addition, FARES records the 50% share of
the earnings of the joint venture using the equity method of accounting. In connection with'the acquisition of the
CIG Business, FARES entered into an outsourcing agreement where the Company continues to provide these ‘
services to the nationwide mortgage lender. These earnings are included in service revenue in the accompanying: -’
combined statements of income and totaled $5.2 million, $5.7 million; and $6.7 million,.for the years ended - *
December 31, 2006, 2005 and 2004, respectively. Total merge fees were $6.5 million; $7.1 million, and $7.4- ‘ '
million for the years ended December 31, 2006, 2005 and 2004, respectively and are included in service revenue
in the accompanying combined statement of income. Total reimbursement for operating costs were $6.5 rhillion,
$7.3 million, and $7.5 million, for the years ended December 31, 2006, 2005 and 2004, respectively. The ,
reimbursement of operating costs is reflected as a reduction in operating expenses in the accompanying financial
statements.

Experian owns approximately 6% of a combination of First Advamaée’s Class A and Class B common
shares and is considered a related party. The cost of credit reports purchased by the Company from Experian was
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%30.0 million, $27.4 million, and $20.0 million for the years ended December 31, 2006, 2005 and 2004,
respectively. The Company sells background and lead generation services to Experian. Total revenue from these
sales was $0.2 million, $0.3 million and $0.1 mllhon for the years ended December 31, 2006 2005 and 2004,
respectively.

12 Comxﬁitments and Contingencies
Operating Leases -

The Company leases certain office facilitics, automobiles and equipment under operating leases, which, for
the most part, are renewable. The majority of these leases also provide that the Company will pay insurance and
taxes. Rent expense under operating leases was approximately $23.3 million, $18 8 million and $15.9 million for
the years ended December 31, 2006, 2005 and 2004, respectlve]y

Future minimum rental payments under operaling leases that have initial or remaining non-cancelable lease
terms in excess of one year as of December 31, 2006, are as follows:

(in thousands)

Year ending December 31,

2007 ... T R RREEEE e $19,210

2008 ... L. JPE 15,394

2009 ..., e 12,593

2010 ... ..., RPN e e e 9,218

2011 ... .. ............................ [ 7,404

B 1 1T 1 =2 ¥ =2 oAU 21,464
$85,283

Litigation

The Company is involved in litigation from time to time in the ordinary course of business. The Company
does not believe that the outcome of any pending or threatened litigation. will have a matenal adverse effect on
the Company’s financial position or operatmg results. . . “

13. Earnings Per Share

Pursuant to the provisions of SFAS No. 128 “Earmngs Per Share”, basic earnings per share is computed by
dividing net income by the weighted average number of shares of common stock outstanding during the period.
Diluted earnings per share is computed by dividing net income by.the weighted average number of shares of
common stock and common stock equivalents outstanding during the period. Dilutive common stock equivalents
represent shares issuable upon assumed exercise of stock options and warrants. Options and warrants totaling
1,531,733, 369,345 and 1,862,494 in 2006, 2005 and 2004, respectively, were excluded from the welghted
average diluted shares outstanding, as they were¢ antidilutive.
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A reconciliation of earnings per share and weighted-average shares outsténding is as follows:

(in thousands, excep: per skare amaunts) ' . 2006 - 2005 2004
Net Income-—numerator for Jbasic and full diluted earnmgs pershare .......... $66,161  $58,426 $42,333
Denominator: . ‘ . .

. Weighted-average shares for basic earnmgs per share ................... (57,502 52,884 49,711
Effect of restricted stock ..... et e 47 . 37 —
Effect of contingent shares related to DealerTrack ...... e e e 367 4. . —
Effect of dilutive secunnes—employee stock optlons and warrants . ....... 163 598 324

Denomlnator for dlluted earnings per sharc ........ e e eeaaes 58079 53,593 50,035
Eammgs per shzu‘e _ R ' e S
Basic ............ e PR S DU P $ 115-% 1.10 $ 0385
Diluted ..%..... el SUB U B $ 114 $ 109 $ 085
14, Stock Option Plans

Incentive Compensation Plan ' -

The Company’s board of directors and stockholders have adopted the 2003 First Advantage Incentive
Compensation Plan. The plan is intended to promote the long-term success of the Company and increase
stockholder value by attracting, motivating, and retaining key employees of the Company and its subsidiaries and
affiliates, and by motivating consultants who provide significant services to the Company and its subsidiaries and
affiliates, To achieve this purpose, the plan allows the granting of stock options, stock appreciation rights,
restricted stock awards, performance unit awards, performance share awards and cash-based awards to eligible
persons.

Subject to adjustment for certain changes in the Company’s capitalization, a total of 7.0 million shares of
First Advantage Class-A common stock are available for issuance under the plan. The plan i is admmlstered by the
compensatlon committee of the board of directors of the Company. '

Upon the occurrence of a change of control transaction (as defined in the plan), generally all awards-under
the plan accelerate, all restrictions are lifted and all performance goals are achieved, subject to certain limitations.
The committee may provide that any award, the payment of which was deferred under the plan, will be paid or
distributed as of, or promptly following, a change of control transaction. The committee may also provide that
any awards subject to any such acceleration, payment, adjustmem or conversion cannot be exercised after or will
terminate as of,.a change of control transacnon : n

At December 31, 2006, stock options to purchase 5,030,755 shares of the Company’s common stock were
granted under the First Advantage Corporation 2003 Incentive Compensation Plan, Inc. Options vest over three
years at a rate of 33.4% for the first year and 33.3% for each of the two following years. The option grant expires
ten years after the grant date. As of January 1, 2006, the Company accounts for these share-based grants in -
accordance with SFAS No. 123R, which requires that the cost resulting from all share-based payment
transactions, be recognized in the financial statements. Share-based compensation expense for the year ended
December 31, 2006 was $10.9 million ($8.0 million afier tax or $0.14 per basic and diluted share). Prior to
adoption of SFAS No. 123R,; the Company applicd APB Opinion No. 25 to account for its share-based awards.
Under the provisions of APB Opinion No. 25, the company was not required to recognize compensation expense
for the cost of stock options or shares issued under the Company’s Stock Purchase Pian.
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Warrants and Options to Purchase Class A Common Stock, Assumed in the Merger

, . The Company agreed to assume the obligations of US SEARCH.com contained in all warrants to purchase
common stock of US SEARCH.com outstanding on the closing date of the merger. Pursuant to the merger
agreement and the terms of the warrants, the holders of the warrants are entitled to receive upon exercise thereof
0.04 of a share of First Advantage Class A common stock for each share of US SEARCH.com common stock
that such warrant holder would have been entitled to receive pursuant to the warrant prior to the closing of the -
merger. The Company had outstanding warrants to purchase up to 166,218 and 224,752 shares of its common
stock at exercise prices rangmg from $0.25 to $29. 38 per share as of December 31, 2006 and 2005 respectively.

"All outstanding stock options, stock apprecratlon rights, llmlted stock apprccratlon rights and stock purchase
rights of US SEARCH.com were assumied by the Company and converted automatically into options to purchase
shares of First Advantage Class A common stock calculated in accordance with the exchange ratio, rounded | .
down to the nearest whole share. The exercise price is equal o the exercise price per share of US SEARCH. com
common stock divided by the exchange ratio, rounded down to the nearest whole cent. The outstanding stock
options, stock appreciation rights, limited stock appreciation rights and stock purchase rights of US
SEARCH.com otherwise continue to be exercisable and vest subject to the terms and conditions applicable to
them before the mergers. However, all outstanding stock options issued to US SEARCH.com employees and
directors pursuant to the US SEARCH.com Amended and Restated 1998 Stock Incentive Plan and all outstanding
stock options issued to US SEARCH.com’s non-employee directors pursuant to the US SEARCH.com 1999
Non-Employee Directors’ ‘Stock Option Plan accelerated and became fully vested upon ‘the occurrence of the
mergers. As of December 31, 2006, the Company had outstandmg options (prev1ously ‘issued by US
SEARCH. com) to purchase up to 70,589 shares' of its common stock at exercise prices rangmg from $7.03 to0
$225.00 per share ' A '

Stock optlon actlvny under the Company’s stock plan since December 31, 2005 is summanzcd as follows: .

Weighted Aggregate
: Number of Average Intrinsic
(in thousands, except we.ighted average pn'ceg . ‘ . Shares Exercise Price Value
Options outstanding at December 31,2005 ............... 3,503 .7 .$21.14
Optionsgranted . .............ciiiiiiiiiiinn, L. 947 82446 Fr
.. Options exercised ........... e [ (75) - $l16.16
. Optionscanceled ..........:.......onn. S i (174) -  $2344 . .
Optlons outstanding at December 31, 2006 e 4201 $21.89 $9,772
Optlons exercrsable end of the year ... ... '. ............ . 2,244 $2054 $7,338,

tm 'I

A total of 339 137 options were exercised at an average price of $18.73, 175, 892 ootions were forfeited'at
an average price of $25.65, and 1 556 500 optlons were granted at an average price of $23.17 in 2005,

13
_ A total of 217,658 optlons were exerc1sed atan average pnce of $15. 7] 508 294 optlons were forfclted at
an average pnce of $45. 92, and 410,500 options were granted at an average price of $17.75 in 2004,

The total intrinsic value of options exercised was $0.6 million, $2 4 mllllon and $1 1 mlllron for the yéars'
ended December 31, 2006 2005, and 2004, respectwely :

A total of 1,482 shares were 1ssucd in conjunction with the exercise of warrants at an average price of
$26.10 in 2006. A total of 30,802 shares were issued in conjunction with the exercise of warrants at an average
price of $26.10 in 2005. A total of 6,810 shares were issued in conjunction with.the exercise of warrants at an
average price of $12.05 in 2004. - o : '
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The following table summarizes information about stock options and warrants outstanding at December 31,
2006: - . - : T _

Options Outstanding . Options Exercisable .

(in thousands, except weighted average price and -Ix:fe) Weighted Avg ~ Weighted . Weighted
Remaining Contractual Average : Average
Range of Exercise Prices Shares Life in Years Exercise Price  Shares Exercise Price
$ 7.00-812.50 ... 13 46 $1029 © 13 $10.29
$12.51-825.00 ............... ... 3,498 7.6 $20.65 1,988 31935
$25.01-$50.00 ;. .o . L .. 679 - 86 ' - $27.35 232 $27.94
$50.01-%$24225 ...l 11 T 2 ' $89.25 - 11 “$89.25_

4,201 2,244

Warrants Qutstanding and Exercisable

Weighted Avg Weighted
. ] Remaining Contractual Average

Range of Exercise Prices : : ’ . Shares +  Lifein Years Exercise Price
$ 0.25-822.50 . ...ttt 6 24 81643
$22.51 - $2‘§.10' .................................. e 87 0.2 $26.10
$26.11-82938 ... ... i e 3 Al $29.38

" 15. Segment Information

The Company operates in six primary business segments: Lender Services, Data Services, Dealer Services,
Employer Services, Multifamily Services, and Investigative and Litigation Support Services.

The Lender Services segment offers lenders across the country credit reporting solutions for mortgage and
home equity needs. ' '

The Data Services segment includes business lines that provide transportation credit reporting, motor-
vehicle record reporting, fleet management, supply chain theft and damage mitigation consulting, consumer
‘location, criminal records reselling, subprime credit reporting, consurner credit reporting services and lead
generation services. Revenue for the Data Services segment includes $4.7 million, $2.9 million and $2.3 million
of inter-segment sales for the years ended December 31, 2006, 2005, and 2004, respectively. .

The Dealer Services business segment serves the automotive dealer marketplace by delivering consolidated
consumer credit reports, credit automation software and lead generation services. Revenue for the Dealer
Services segment includes $0.1 million, of inter-segment sales for the year ended December 31, 2006. Total
assets for Dealer Services include approximately $38.5 million related to the DealerTrack investment. . :

The Employer Services segment includes employment background screening, occupational health services,
tax incentive services and hiring solutions. Products and services relating to employment background screening
include criminal records searches, employment and education verification, social security number verification
and credit reporting. Occupational health services include drug-free workplace programs, physical examinations
and employee assistance programs. Hiring solutions include applicant tracking software and recruiting services.
Tax incentive services include services related to the administration of employment-based and location-based tax
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credit and incentive programs, sales and use tax programs and fleet asset management programs. The
professional employer organization provides companies with comprehensive outsourced management of payroll
and human resource management. Revenue for the Employer Services segment includes $1.0 million, $0.8
million and $0.8 million of inter-segment sales for the years ended December 31, 2006 2005 and 2004
respectively. ‘ L - et

" The Multifamily Services ségmeht includes resident screening and software services. Rcsidcn; screening
services include criminal background and eviction searches, credit reporting, employment verification and lease
performance and payment histories. Revenue for the Multifamily Services segment includes $0.4 mllllon $0.3
million, and $0.1 million of inter-segment sales for the years ended December 31, 2006, 2005, and 2004,
respectively.

The Investigative and Litigation Support Services segment includes all investigative services, Products and
services offered by the Investigative and Litigation Support Services segment includes surveillance services, field
interviews, computer forensics, electronic discovery, due diligence reports and other high level investigations.
Revenue from the Investigative and Litigation Support Services segment includes $0.3 mllllon of inter-segment .
sales for the year ended December 31, 2006.

“The elimination of i intra-segment revenue . and cost of service revenue is included in Corporate Thesc
transactions are recorded at cost.

International operations are included in the Employer Services segment and include revenue of $21.0°
million, $9.1 million, and $1.2 million for the years ended December 31, 2006, 2005, and 2004, respectively.
Total assets for the Foreign Background division under the Employer Services segment were $40.0 million and
$20.9 miilion at December 31, 2006 and 2005.

[ T . - ,_1"-.3- - Ly,
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Selected ﬁnanc1al mformanon for the Cornpany 5 operations by segment for each of the past three years is

Consolidated

. 1 ]
e % . - -

Income (Loss),. L
From oo
Operations! ' Assets .-

*
. )

AR P

$ 54271 $ 78556

41,062 316,120
16,113 116,533
C 19,832 345,747
15,128 -+ 78131
11,377. - 85,122

(37, 418) . 69,714

$120,365  $1,089,923

-

3 48 205 "$ 82,463
29,460 324 907

13,559 ' 114,334
13,301 ° 264,753
16,122 74,310

2,107 81,878

(24,751) ‘43,419

$ 98,003 § 986,064

asfollows S L e R P
_' < ' z r I T . [[)epre'ci‘tation :
: ‘ R Service " and
(in thousands)) . : e i T . Revenue . . Amortization
2006 Me e B A T U ":- N
Lender SErvices .................cv . 0o L $175991 C$ 6,755
Data Services. . ..... e e ... 148,724 11,709
Dealer Services " e 120,780 2,829
Employer Services ...... cele Tl o...... 195,180 8,507
Multifamily Services .......... AT ... 68811 4,522
Investigative and Litigation Support Services ........... 59,162 3,204 .
Corporate and Ellrmnatlons e e (3,807) 1,626
Consolidated ..."..... . $764,841  $39,152
2005 . e ‘ ‘
Lender Services ...... ... oL, ... 78168327 6,726
Data Services ........ R O e 91,699~ 6,796
Dealer Services ........ PR R U 98,357 2,389
Employer Services ............. e ©143,839° 5311
Multifamily Services... . . REREIREERRCRRES e 63,254 4,109
Investigative and Litigation Support Servmes ......... .. 34,580 1,882 .
.'Corporate and Eliminations™ .:.“.j. e L CEEREEERTEE (3,951 "392
Consohdated ............ R " g e e $596,105  $27,605
Lender Services ...................... J $135201 % 6,946
Data ServiCes . ..ottt e e e T e e 74,905 5,346
 Dealer Services ..... S 69,342 1,586
Employer SErvices ...............oeuivnenirainnnn. 115,461 ' 4;110.r
Multifamily. Services ............. e 54,135 3,940
Investlganvc and Litigation Support Servnces ........... 25714 . 1,176
Corporate and Eliminations ........ e S (3,i 16) 80

$ 38,057 $ 58389

14363 155,854
8,164 , . 84,629
~..9380 | 169,839
_ 12272 . 80,466
908 .. . 44,749
(10,918) 9,178

................ e e 8472142 323,184

$ 72,226 § 603,104

16. Unaudited Qnarterly Fmanclal Data

The following table sets forth certain unaudited financial data of the Company for the periods as indicated.
The Company’s operating results for the years ended December 31, 2006 and 2005 include results for the
acquired entities (excluding the CIG Business) from their respective dates of acquisition. The acquisition of the
CIG Business by First Advantage was a transaction between businesses under the.common control of First
American. In an acquisition of businesses under common control, the acquiring company records acquired assets
and liabilities at historical costs. The historical income statements of First Advantage for the years ended
December 31, 2006 and 2005 include the operations of the CIG Business at hlstorlcal cost assuming the
" acquisition was completed on January 1, 2005.
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Results of operations for the quarter ending December 31, 2006, iniclude a pretax investment gain of .
approximately $7.0 million ($4.1 million after tax or $0.07 per diluted share) and results of operations for the
quarter ending December 31, 2005, include a pretax investment gain of approximately $9.5 million (85.6 million
after tax or $0.10 per diluted share). The investment gain in both quarters relates to the issuance of stock by. )
DealerTrack Holdings, Inc., an unconsolidated investee accounted for on the equity method. Results of operatlons '
for the quarter ending June 30, 2005, also include mergér, relocation, and marketing-related expenses of
approxnmately $6.0 million ($5.1 million after tax or $0.10 per diluted share). B

' ' < o . : . For the quarters ended '
{in thousands excep! per share amaunts) , 3/31/2006 6/30/2006 9/30/2006  12/31/2006
Total TEVenUe . ... ..oeoe. i T .. $194348 $205,123 $212,036 - $206,057
Gross margin ............. e e .. $124,630 -$132,587 . $136,585 . $132,417
Netincome .........i....... e U $ 12,745 '$ 16,637 $ 18,624 $ 18,155
Per share amounts: S o : R
Basic ... e e e e .. % 023 % 029 $ 032 § .}0.31
Diluted . ... e $ 022 % 029§ 032 § 031
Weighted-average common shares ‘outstanding T ‘ .
CBasic ... Ll 55,997 57,730 58,096 ' 58,155
'_Di]utcd ........... SO R ' 57,833 57,929 58,155. 58,294
. ', ‘ : For the quarters ended -
_ . ‘ ' ' 3312005 6/30/2005 - $30/2005 1312005
Total revenue'. . . ... e TP .. $140,321 3163424 $169946° '$17‘(‘)',058
GLOSS MATZIN ...« v e eaneenne s e ' $ 89,943 $105401 $107,865 $108,920
Netincome . ........... . ... .. ... ceeee... $13,992 512219 § 16,023 $ 16,192
Per share amounts: S - e AR
Basic ........ ... . ... ... P $ 027 % 023 § 030 § 029
Diluted . ............ e $ 027 % 023°% 030 § 029
‘Weighted-average common shares outstandmg: R o
© Basic ..... O e '51‘,099 52,828 53,201 5_5,113
Diluted . ... 5. .'enn FETR S PO S, 51380 ° 53220 53965 * 56,385
¥ H
i }, r []
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. - ...

None.

Item 9A. Controls and Procedures.
(a) Evaluation of Disclosure Controls and Procedures

The Company’s Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFQ”), after evaluating the
effectiveness of the Company’s disclosure contrdls and procedures, as defined in Rule 13a-15(e) of the Securities
Exchange Act of 1934, as amended, have concluded that, as of the end of the fiscal year covered by this repon on
Form 10-K, the Company’s disclosure controls and procedures were effective to provide reasonable assurances
that information required to be disclosed in the reports filed or submitted under such-Act is recorded, processed, -

- summarized and reported within the time ‘petiods specified in the Secunues and Exchange Commission’s rulés
and forms and such information is accumulated and communicated’ {o management, 1nc1udmg the CEO and CFO;
as appropnate to allow ttmely décisions regarding reqmred disclosures. ‘ a

B te b . . . -

{b) Changes in Internal Controls . : e : Lo Tk

There were no changes in the Company’s internal control over financial reporting during the quarter ended
December 31, 2006 that have materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting.

(c) Management’s Annual Report on Internal Control Over Financial Repoi'ting !

Management of First Advantage Corporation is responsible for establishing and maintaining adequate
internal control over financial reporting. The Company’s internal control over financial reporting has been
designed to provide reasonable assurance regarding the reliability of financial. reporting and the preparation of
finarcial statements for external purposes in accordance with accoummg principles general]y accepted in the
United States of America. . '

The Company’s internal control over financial ref)orting includes policies and procedures that pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect transactions and dispositions of
assets of the Company; provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with accounting pnnc1ples generally accepted in the United
States of Amenca, and thdt receipts and expenditures are being made only in accordance with authorization of
management and directors of the Company; and provide reasonable assurance regarding prévention or timely
detection of unauthorized.acquisition, use or disposition of the Company s assets that could have a material
effect on the Company’s consolidated financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadeiquate because of changes in condmons or that the degree of compllance with the
policies or procedures may deteriorate. o

-+

Management assessed the effectiveness of the Company’s internal control over financial reporting as of
December 31, 2006, In making this assessment, management used the criteria set forth by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control—Integrated Framework.
Based on that assessment under the framework in Internal Control—Integrated Framework, management. . .,
determined that, as of December 31, 2006, the Company’s internal control over financial reporting was effective.

Management’s assessment of the effectiveness of the Company’s internal control over financial reporting as
of December 31, 2006 has been audited by PricewaterhouseCoopers LLP, an mdependent reglstered certified
public accounting firm, as stated in their report which appears herein. 1 s

Audit Report of the Registered Certified Public Accounting Firm
See the Report of Independent Registered Certified Public Accounting Firm in'Item 8, above.
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_ Item 9B. Other Information.

None.

PART III

The information reqmred by Items 10 through 14 of this report is set forth in the sections entitled
“Nominees for Election of Directors,” “Information about our Board of Directors,” “Compensatron Committee
Interlocks and Insider Participation,” “Report of the Compensation Committee of the Board of Directors on
Executive Compensation,” “Executive Officers,” “Compensation of Executive Officers and Directors,” “Security
Ownership of Certain Beneficial Owners and Management,” “Section 16(a) Beneficial Ownership Reporting.
Compliance,” “Certain- Relauonshlps and Related Transactions,” “‘Stock Performance Graph“ and “Principal
- Accounting Fees and Services” in the Company’s definitive proxy statement, which sections are incorporated in

this report by reference. The definitive proxy statement will be filed no later than 120 days after the close of First
Advantage’s fiscal year end of December 31, 2006. -

PART IV

Item 15. Exhibits and Fmancral Statement Schedule. ’

(a) 1. The following consolidated financial statements of First Advantage Corporatlon and its subsidiaries are
included in Item 8. , | : .

Report of Independent Registered Certified Public Accbunting Firm
Consolidated Balar;cc Sheets as of December 3 1, 2006 and 2005

Consoiidated Statements of Income and Comprehensjve Income for the Years Ended December 31,
2006, 2005 and 2004

Consolidated Statements of Changes in Stockholders’ Equlty for the Years Ended December 31, 2006
2005 and 2004 :

" Consolidated Statements of Cash Flows for the Yearé_Ended December 31, 2006, 2005 and 2004
Notes to Consolidated Financial Statements for the Years Ended December 31, 2006, 2005 and 2004

2. Financial Statement Schedule.

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS
For the Years Ended December 31, 2006, 2005 and 2004 -

(in thousands) . . Balanceat  Charged to  Charged to Balance at
' Beginning of Costs & Other End of
Description . . . R Period Expenses  Accounts{ Deductions +Period
Year ended December 31, 2006 - )
Allowance for doubtful accounts . .......... $4,918 - $5,587 $ (423)  8(3,595) $6,487
Year ended December 31, 2005 - . )
Allowance for doubtful accounts . .......... $3.444 $1,477 $1,487 - $(1,490) - %4918
Year ended December 31, 2004 o ‘
Allowance for doubtful accounts ........... $3,113, $1,467 $ 131 $(1,267) $3444

M Allowances established as a result of acquisitions . - ot
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3.

Exhibit
2

2.1

2.2

2.3

24
31
32

33

34
4.1
a.z
10.1

10.2

Exhibits

Descriptlon

Agreement and Plan of Merger, dated December 13, 2002, by and among the Company, The First
‘American Corporation, US SEARCH.com Inc, and Stockholm Seven Merger Corp. (incorporated by
reference to Annex A to the prospectus forming a part of the registration statement on Form $-4 filed
by the Company on January 17, 2003 (No. 333-102565))

Amended and Restated Master Transfer Agreement among The First American Corporation, First -
American Real Estate Services, Inc., First American Real Estate Solutions, LLC, FADV Holdings
LLC, and First Advantage Corporation, dated as of June 22, 2005 (incorporated by reference to , |
Exhibit 2.1 to the quarterly report on Form 10-Q filed by the Company on November 11, 2005 (No.
05784563))

Contribution Agreement among The First American Corporation, First American Real Estate
Services, Inc., FADV Holdings LLC, and First Advantage Corporation, dated as of September 14,
2005 (incorporated by reference to Exhibit 2.2 to the quarterly report on Form lO-Q ﬁled by the
Company on November 11, 2005 (No. 05784563))

Contribution Agreement among First American Real Estate Solutrons LLC, FADV Holdmgs LLC,
and First Advantage Corporation, dated as of September 14, 2005 (incorporated by reference to
Exhibit 2.3 to the quarterly report on Form 10-Q filed by the Company on November 11, 2005 (No.
05784563))

Stock Purchase Agreement Among First Advantage Corporation, Leadt;lick Holding Company, LLC,
Robert Afshar and RaaBoom LLC, dated November 7, 2005 (incorporated by reference to Exhibit 2.1
to the current report on Form 8-K filed by the Company on November 8, 2005 (No. 051185511))

. . : N 1

First Amended and Restated Certificate of Incorporation of First Advantage Corporatioﬁ ;
(incorporated by reference to Exhibit 3.1 to the registration staterient on Form S-4 filed by the
Company on January 17, 2003 (No. 333-102565)) LR

Certificate of Amendment to the First Amended and Restated Certificate of Incorporation of First -
Advantage Corporation (incorporated by reference to Exhibit 3.1 to the quarterly report on Form 10-Q
filed by the Company on November 11, 2005 (No. 05784563)) . ‘

Bylaws of First Advantage Corporation (incorporated by reference to Exhibit 3.2 to the registration -
" statement on Form S-4 filed by the Company on January-17, 2003 (No. 333-102565)})

Bylaws of First Advantage Corporation as Amended and Restated '(inéorporated by reference to
Exhibit 3.1 to the current report on Form 8-K filed by the Company on February 20, 2007 (No.
07636597))

Form of certificate representing shares of the Registrant’s Class A common 'stock (incorperated by

~ reference to Exhibit 4.1 to the reglstratlon statement on Form S-4 filed by the Company on January
- 17,2003 (No. 333-102565))

Form of certificate representing shares o‘f the Registrant’s Class B common stoek (incorporated by
reference to Exhibit 4.1 to the registration statement on Form S-4 filed by the Company on January
17,2003 (No. 333-102565)) .

First Advantage Corporation 2003 Incentwe Compensation Plan (incorporated by rcferencc to Exhlblt
4.19 to the amendment to the registration statement on Form $-4 filed by the Company on-April 4,
2003 (No. 333-102565))* ..

First Advantage Corporation 2003 Incentive Compensation Plan, Amended and Restated as of
. September 14, 2005 (incorporated by reference to Exhibit 10.3 to the quarterly report on Form 10-Q
filed by the Company on November 8, 2005 (No. 051185511)) A
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Exhibit
10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.11

10.13

10.14

10.10 -

10.12 -

10.15
10.16

10.17"

Description

Form of lndemmﬁcatron Agreement, dated May 9, 2005, between First Advantage Corporation and
each member of its board of directors (incorporated by reference to Exhibit 10.1 to the quarterly

Teport on Form 10-Q filed by the Company on August 15,2005 (No. 05 1025447))

,‘ First Advantage Corporation ° “Flexible Long-Term Incentive Program” (mcorporated by reference to

Exhibit 10.1 to the current report on Form 8-K filed by the Company on February 7, 2006 (No.
06586097 LTy

Form of Incentive Stock Option Agreement (incorporated by reference to Exhibit 10.2 to the current
report on Form 8-K filed.by the Company on-February 7, 2006 (No. 06586097))

- Formi of Restricted Stock Agreement (incorporated by reference to Exhibit 10.3 to the current report

on Form 8-K filed by the Company on February 7, 2006 (No. 06586097)) - '

Form of Restricted Stock Unit Agreement (1ncorporated by reference to Exhibit 10.4 to the current

: report on Form 8-K filed by the Company on February 7,"2006 (No. 06586097))

" First Advantage Corporauon 2003 Ermployee Stock Purchase Plan (mcorporated by reference to
" Exhibit 4.20 to the amendment to the registration statement on Form 5-4 filed by the Company on

April 24, 2003 (No. 333- 102565))*

+ StockHolders Agreement, dated as of ‘December 13, 2002, by'and among the Company, The First

American Corporation and Pequot Private Equity Fund II, L.P. (incorporited by reference to Annex D
to the prospectus forming a part of the fegistration statement on Form S-4 filed by the Company on
January 17, 2003 (No. 333-102565))

Amendment No 1. to Stockholders Agréement, dated as of March 31, 2006 by and thé Company, The
First Américan Corporation and Pequot Private Equity Fund II, L.P (incorporated by reference to
Exhibit 10.1 to the quarterly report on Form 10-Q.filed by the Company on May 9, 2006 (No.
06821038))

' ! t

- Amendrient No. 2 to Stockholders Agreement, dated as of September 28, 2006, by and among the

Company, The First American Corporation and Pequot Private Equity Fund IL; L.P.

‘Form of Standstill Agreement by and between the Company and The First American Corporaticn
" (incorporatéd by reference to Annex E to the prospectus forming a part of the registration statement

on Form $-4 filed by the Company on January 17, 2003 (No. 333-102565))

+.«Amended and Restated Services Agreement, dated January 1, 2004, between the Company and The

First American Corporation {incorporated by reference 1o Exhibit 10.6 to the annual report on Form
10- K filed by the Company on March 11, 2004 (No. 000-50285))

. Promlssory Note made July 31; 2003, by First Advantage Corporanon to the order of The First

American Corporation (incorporated by reference to Exhibit 99.5 to the quarterly report on Form 10-
Q filed by the Company on August 13, 2002 (No. 001-31666))

Service Agreement for End-User, effective December 31, 2003, by and between First Advantage
Enterprise Screening Corporation and The First American Corporation (incorporated by reference to
Exhibit 10.9 to the armual report on Form 10 K filed by the Company on March 1t, 2004 (No 000-
50285)) g

Agency/Company Agreement, effective January l, 2003,' between First American Property &

¥

" Casualty Insurance Company and Multifamily Community Insurance Agency, Inc. (incorporated by

reference to Exhibit 10 9 to the annual report on Form 10-K filed by the Company on March 11, 2004
(No. 000-50285)) - CE a : .

Profit Share Program letter, dated January 1, 2003, from First American Property & Casualty

. Insurance Company to Multifamily Community Insurance Agency, Inc. (incorporated by reference to
- Exhibit 10.9 to the annual report on Form 10-K filed by the: Company on March 11, 2004 (No 000-

50285))
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Exhibit

10.18

10.19

10.20

10.21

10.22

10.23
10.24
10.25
10.26

10.27

10.28

10.29

1030

- Linking License Agreement, between First American Real Estate Solutions L.P., and US
.SEARCH.com (incorporated by reference to Exhibit 10.2 to the quarterly report on Form 10-Q filed

+  Description

on May 10, 2004 (No. 000-50285))

Office Lease by and between First American Title Insurance Company and First Advantage
Corporation, dated September 14, 2005 (incorporated by reference to Exhibit 10.5 to the quarterly
report on Form 10:Q filed by the Company on November 11, 2005 (No. 05784563))

Credit Agreement, dated as of September 28, 2005, among First Advantage Corporation as the
Borrower, Bank of America, N.A. , as Administrative Agent, Swing Line Lender and L/C Issuer,
LaSalle Bank National Association, as Syndication Agent, Wachovia Bank, National Association and
Suntrust Bank, as Co-Documentation Agents and the Other Lenders Party Hereto (incorporated by
reference to’Exhibit 10.6 to the quarterly report on Form 10-Q filed by the Company on November
11, 2005 (No. 05784563)) ‘ ’

Pledge Agreement, dated as of September 28 2005 made by First Advantage Corporatlon in favor of
Bank of American, N.A., as administrative and collateral agent (mcorporated by reference to Exhibit
10.7 to the quarterly report on Form 10- Q filed by the Company on November I'l, 2005 (No.
05784563))

Security Agreément, dated as of September 28, 2005, made by First Advantage Corporation in favor
of Bank of America, N.A., as administrative and collateral agent-{incorporated by reference to Exhibit
10.8 to the quarterly report on Form 10-Q filed by the Company on November 11, 2005 (No.
05784563)) - .

Subsidiary Guaranty Agreement dated as of September 28, 2005 made by Flrst Advantage

- Corporation in favor of Bank of America, N.A,, as administrative and collateral agent (incorporated -

by reference to Exhibit 10.9 to the quarterly report on Form 10-Q filed by the Company on November
11, 20035 (No. 05784563)) “ar

Note, dated as of September 28, 2003, made by First Advantage Corporatlon in favor of LaSalle Bank
National Association (incorporated by reference to Exhibit 10.10 to the quarter}y Teport on Form 10-Q

- filed by the:Company on November 11, 2005 {No. 05784563)) . . Co

Note, dated as of September 28, 20085, made by First Advanlage Corporatlon in favor of Wachovia
Bank, National Association (incorporated by reference to Exhibit 10.11 to the quarterly report on
Form 10-Q) filed by the Company on November 11, 2005 (No. 05784563))

Note, dated as of'September 28, 2005, made by First Advantage Corporation in favor of Suntrust
Bank (incorporated by reference to Exhibit 10.12 to the quarterly report on Form 10- Q ﬁled by the
Company on November 11, 2005 (No. 05784563))

Note, dated as of September 28, 2005, made by First-Advantage Corporation in favor.of U.S..Bank
National Association {(incorporated by reference to Exhibit 10.13 10 the quarterly report on Form 10-Q
filed by the Company on November 11, 2005 (No. 05784563)) “ ‘

" Note, dated as of September 28, 2005, made by First Advantage Corporation in favor of

Commerzbank AG, New York and Grand Cayman Branches (incorporated by reference to Exhibit -
10.14 to the quarterty report on Form 10-Q filed by the Company on November 11, 2005 (No,
05784563))

Note, dated September 28, 2005, made by First Advantage Corporation in favor of Regions Bank
(incorporated by reference to Exhibit 10,15 to the quarterly report on Form 10-Q filed by the
Company on November 11, 2005 (No. 05784563))

Lease Agreement, dated January 17, 2005 between First Advantage Corporation and 100 Carillon,
LLC (incorporated by reference to Exhibit 10.25 to the annual report on Form 10-K filed by the -
Company on March 10, 2005 (No. 001-31666))
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10.31

10.32

10.33

1034

10.35

10.36

10.37

21
23
311

312

32.1
322

Deccrlptlon

Amended and Restated Services Agreement between The First American Corporation and Flrst
Advantage Corporation, dates as of September: 14, 2005 (incorporated by reference to Exhibit 10.1 to
the quarterly report on Form 10-Q filed by the Company on November 11, 2005 (No. 05784563))

Outsourcing Agreement between First American Real Estate Solutions, LLC and First Advantage
Corporation, dated as of September 14; 2005 {incorporated by reference to Exhibit 10.2 to-the
quarterly. report on Form 10-Q filed by the Company on November 11, 2005 (No. 05784563))

Equipment Sublease by dnd between FADV Holdings LLC and First Advantage Corporation made
and entered into as of September 14, 2005 (incorporated by reference to Exhibit 0. 7 to the current
report on Form 8-K filed on September 16, 2005 (No. 051087660)) '

The Reglstrau:m RJghts Agreement dated September 14, 2005, by and among First Advantagc
Corporation and Expenan Information Solutions, Inc. (incorporated by reference to Exhibit 10.9 to
the current report on Form 8-K filed on September 16, 2005 (No. 051087660))

Amendment to Reglstrauon Agreement, dated November 1, 2005 between First Advantage
Corporation and Experian Information Solutions, Inc. (mcorporated by reference to Exhibit 99.2 to
the quarterly report on Form 10-Q filed by the Company on November 11, 2005 {No. 05784563))

Reimbursement Agreement entered into October 11, 2005 between The First American Corporation
and First Advantage Corporation (incorporated by reference to Exhibit 10.36 to the annual report on
Form.10-K filed by the Company on March 16, 2006 (No. 06691781)) :

LeadClick Holding Com;‘}any, LLC Operating Agreement by and between First American Real Estate
Information Services, Inc. and First Advantage Corporation, dated November 7, 2005 (incorporated
by reference to Exhibit 10,37 to the annual report on Form 10-K filed by the Company on March 16,

2006 (No. 06691781)) = - . T
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Subsidiaries of the Company
Consent of Independent Reglsterecl Certtﬁed Public Accounting Flnn . F '

Certification by Chief Executive Officer pursuant to Exchange Act Rule 13a-1 4(a) as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, ,

Certification by Chief Financial Officer pursuant to Exchange Act Rule 13a- l4(a) as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 Te

Certification by Chief Executlve Officer Pursuant to 18 U.S.C. Section 1350

'Ceruficatlon by Chief Fmancral Officer Pursuant to 18 U.5.C. Section 1350

* Indicates management contract or compensatory plan, contract or arrangement.

”

Copies of the Company's Form 10-K that are furnished to stockholders of the Company do not include the
exhibits listed above. Any stockholder desiring copies of one or more of such exhibits should write to the
Secretary of the Company specifying the exhibit or exhibits required.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, on this 1st
day of March, 2007. '+ ! .. U

P o e
' FIRST ADVANTAGE CORPORATION
. * R ! . - it . ) L W1
S TP . By: : /s/ JoHN LONG ..
SR I John Long_ i
. Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated:

Date: March t, 2007 ‘ By: . Is/ _Joun LONG

John Long
Chief Executive Officer
.(Principal Executive Officer)

Date: March 1, 2007 . " By: fs{ _JOHN LAMSON

John Lamson
Executive Vice President and Chief Financial Officer
{Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated:

Date: March |, 2007 , By: /s/ PARKER S. KENNED“{
' Parker S. Kennedy, Chairman

Date: March 1, 2007 "By:___ /s/ JOHN LONG

John Long, Director
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Agreement and Plan of Merger, dated December 13, 2002, by and among the Company, The First
American Corporation, US SEARCH.com Inc. and Stockholm Seven Merger Corp. (incorporated by

-reference 1o Annex A to the prospectus forming a part of the registratron statement on Form 5-4 filed

by the Company on January 17, 2003 (No. 333- 102565))

,Amended and Restated Master Transfer- Agreement among The First American Corporation, First

American Real Estate Services, Inc., First American Real Estate Solutions, LLC, FADV Holdings
LLC, and First Advantage Corporatron dated as of June 22, 2005 (incorporated by reference to

' Exhibit 2.1 to the quarterly report on Form 10 Q filed by the Company on November 11, 2005 (No.'

05784563))

Contribution A_greement among The First American Corporation, First American Real Estate
Services, Inc., FADV Holdings LLC, and First Advantage Corporation, dated as of September 14,
2005 (incorporated by reference to Exhibit 2.2 to the quarterly report on Form 10-Q ﬁled by the

.Company on November 11, 2005 (No. 05784563)) .

Contribution Agréement among First American Real Estate Solutions, LLC FADV Holdings LLC,

*: and First Advantage Corporation, dated as of September 14, 2005 (incorporated by reference to -+

Exhibit 2.3 to the quarterly report on Form lO-Q filed by the Company on November 11, 2005 (No.
05784563))

Stock Purchase Agreement 'Among First Advantage Corporation, Leadclick Holding Company, LLC,

- Robert Afshar and RaaBoom LLC, dated November 7, 2005 (incorporated by reference to Exhibit 2.1
*'to the current report on Form 8-K filed by the Company on November 8, 2005 (No. 051185511)}

First Amended and Restated Centificate of Incorporation of First Advantage Corporation
(incorporated by reference to Exhibit 3.1 to the registration statement on Form S-4 ﬁled by the
Company on January 17, 2003 (No. 333 102565))

.. Certificate of Amendment to the First Amended and Restated Certiﬁcate of lncorporatlon of First

Advantage Corporation (mcorporated by reference to Exhibit 3.1 to the quanerly report on Form' 10- Q
filed by the Company on November 11,2005 (No. 05784563)) .

Bylaws of First Advantage Corporation (incorporated by reference to Exhibit 3.2 to the registration
statement on Form S 4 filed by the Company on January 17, 2003 (No. 333- 102565))

Bylaws of First Advantage Corporauon as Amended and Restated (incorporated by reference to

-,. Exhibit 3.1 to the current report on Form 8-K filed by the Company on February 20, 2007 (No.

101

10.2

. First Advantage Corporation 2003 Incentive Compensation Plan, Pimended and Restated as of
- September 14, 2005 (incorporated by reference to Exhibit 10.3 to the quarterly report on Form 10-Q

4

07636597)) . | , - ,

Form of certificate representing shares of the Registrarit’s Class A common stock'(incorporated by

+ reference to Exhibit 4.1 to the registration statement on Form S:4 ﬁled by the Company on January
17, 2003 (No. 333-102565)) . . " cooe

Form of certificate representing shares of the Registrant’s Class B common stock (incorporated by
reference to Exhibit 4.1 to the registration statement on Form S-4 filed by the Company on }anuary

- 17,2003 (No. 333- 102565))

_ Flrst Advantage Corporation 2003 Incentive Compensation Plan (mcorporated by reference to Exhlbit

419 to the amendment to the registration statement on Form S-4 filed by the Company on April 4,
2003 (No. 333-102565))*

i

filed by the Company on November 8, 2005 (No. 051185511))
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Form of Indemnification Agreement, daled May 9, 2005, between First Advantage Corporation and
each member of its board of directors (incorporated by reference to Exhibit 10.1 to the quarterly
report on Form 10-Q) filed by the Company on Avgust 15, 2005 (No. 051025447))

First Advantage Corporation “Flexible Long-Term Incentive Program” (incorporated by reference to
Exhibit 10.1 to the current report on Form 8 K ﬁ]ed by the Company on February 7, 2006 (No.
06586097))

Form of Incentive-Stock Option Agreement (incorporated by reference to Exhibit 10.2 to the current

- report on Form 8-K filed by the Company on February 7, 2006 (No. 06586097))

_Form of Restricted Stock Agr_eemenf '(incorporated by reference to Exhibit 10.3 to the current report

on Form 8-K filed by the Company on February 7, 2006 (No. 06586097))

Form of Restricted Stock Unit Agreement (incorporated by reference to Exhibit 10.4 to the current
report on Form 8-K filed by the Company on February 7, 2006 (No. 06586097))

First Advantage Corporation 2003 Employee Stock Purchase Plan (incorporated by reference to
Exhibit 4.20 to the amendment to the registration statement on Form S-4+filed by the Company on
Aprll 24, 2003 (No. 333-102565))*

Stockholders Agreement, dated as of December 13, 2002 by and among the Company, The First

- American Corporation and Pequot Private Equity Fund 1I, L.P. (incorporated by reference to Annex D

to the prospectus forming a part of the registration statement on Form S-4 filed by the Company on

" January 17, 2003 (No. 333-102565))

Amendment No 1. to Stockholders Agreement, dated as of March 31, 2006 ,by and the Company, The
First American Corporation and Pequot Private Equity Fund II, L.P (incorporated by reference to
Exhibit 10.1 to the quarterly report on Form 1)-Q) filed by the Company on May 9, 2006 (No
0682]038))

' Amendment No. 2 to Stockholders Agreement, dated as of September 28, 2006, by and among the

Company, The First American Corporation and Pequot Private Equity Fund II, L..P,

Form of Standstill Agreement by and between the Company and The First American Corporation
(incorporated by reference to Annex E to the prospectus forming a pan of the registration statement
on Form S+4 filed by the Company on January 17, 2003 (No. 333-102565))

Amended and Restated Services Agreement, dated Janiuary 1, 2004, between the Company and The
First American Corporation {incorporated by reference té Exhibit 10.6 to the annual report on Form
10-K ﬁled by the Company on March 11, 2004 (No. 000-50285))

Promissory Note, made July 31, 2003, by First Advantage Corporation to the order of The First
American Corporation (incorporated by reference to Exhibit 99.5 to the quarterly report on Form 10-
Q ﬁled by the Company on August 13 2002 (No. 001-31666))

Serv1ce Agreement for End-User, effective December 31, 2003, by and between First Advantage
Enterprise Screening Corporation and The First American Corporation (incorporated by reference to
Exhibit 10.9 to the annual report on Form 10-K filed by the Company on March 11, 2004 (No 000-

50285))

Agency/Company Agreement, effective January 1, 2003 between First Amencan Property &
Casualty Insurance Company and Muhifamily Community Insurance Agency, Inc. (incorporated by
reference to Exhibit 10.9 to the annual report on Form IO-K filed by the Company on March 11, 2004

- (No. 000-50285))

Profit Share Program letter, dated January 1, 2003, from First American Property & Casualty
Insurance Company to Multifamily Community Insurance Agency, Inc. (incorporated by reference to
Exhibit 10.9 to the annual report on Form 10-K filed by the Company on March 11, 2004 (No. 000-
50285))
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Linking License Agreement, between First American Real Estate Solutions L.P., and US

SEARCH.com (incorporated by reference to Exhibit 10 2 to the quarterly report on Form 10-Q filed
on May 10, 2004 (No. 000-50285)) . o

Office Lease by and between First Arterican Title Insurance Company and First Advantage
Corporation, dated September 14, 2005 (incorporated by reference to Exhibit 10.5 to the quarterly
report on Form 10-Q filed by the Company on November 11, 2005 (No. 05784563))

Credit Agreement, dated as of September 28, 2005, among First Advantage Corporation as the
Borrower, Bank of America, N.A, , as Administrative Agent, Swing Line Lender and L/C Issuer,
LaSalle Bank National Association, as Syndication Agent, Wachovia Bank, National ‘Association and

.Suntrust Bank, as Co-Documentation Agents and the Other Lenders Party Hereto (incorporated by
- reference to Exhibit 10.6 to the quarterly report on Form IO-Q filed by the Company on November

11, 2005 (No. 05784563)) .

3

Pledge Agreement, dated as of September 28, 2005 made by First Advantage Corporation in favor of
Bank of American, N.A., as admlmstratlve and collateral agent (mcorporaled by reference to Exhibit
10.7 to the quarterly report on Form 10-Q filed by the Company on November 11, 2005 (No.
05784563))

Security Agreement dated as of September 28, 2005 made by First Advantage Corporauon in favor
of Bank of America, N.A., as administrative and collateral agent (incorporated by reference to Exhibit
10.8 to the quarterly report on Form 10-Q filed by the Company on November 11, 2005 {(No.
05784563))

Subsidiary Guaranty' Agreement, dated ‘as of September 28, 2005, made by Fi,rst Advantage
Corporation in favor of Bank of America, N.A., as administrative and collateral agent (incorporated
by reference to Exhibit 10.9 to the quarterly report on Form 10-Q filed by the Cempany on November
11, 2005 (No. 05784563))

Note, dated as of September 28, 2005, made by First Advantage Corporation in favor of LaSalle Bank
National Association (incorporated by reference to Exhibit 10.10 to the quarterly repon on Form 10-Q -
filed by the Company on November 11, 2005 (No. 05784563))

Note, dated as of September 28, 2005, made by First Advantage Corporation in favor of Wachovia
Bank, National Association (incorporated by reference to Exhibit 10.t1 to the quarterly report on
Form 10-Q filed by the Company on November 11, 2005 (No. 05784563))

Note, dated as of September 28, 2005, made by First Advantage Corporation in favor of Suntrust
Bank (incorporated by reference to Exhibit 10.12 to the quarterly report on Form 10-Q filed by the
Company on November 11, 2005 (No 05784563))

" Note, dated as of September 28, 2005, made by First Advantage Corporation in favor of U.S. Bank

National Association (incorporated by reference to Exhibit 10.13 to the quarlerly report on Form 10-Q
filed by the Company on November 11, 2005 (No 05784563))°

Note, dated as of September 28, 2005, made by First Advantage Corporation in favor of
Commerzbank AG, New York and Grand Cayman Branches (incorporated by reference to Exhibit
10.14 to the quarterly report on Form 10-Q filed by the Company on November 11, 2005 (No.
05784563))

Note, dated September 28, 2005, made by First Advantage Corporation in favor of Regions Bank
(incorporated by reference to Exhibit 10.15 to the quarterly report on Form 10-Q filed by the
Company on November 11, 2003 (No. 05784563))

Lease Agreement, dated January 17, 2005 between First Advantage Cofporation and 100 Carillon, -
LLC (incorporated by reference to Exhibit 10.25 to the annual report on Form 10-K filed by lbe
Company on March 10, 2005 (No. 001-31666))
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10.35 Amendment to Registration Agreement, dated November 1, 2005 between First Advantagé
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pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
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Exhibit 31.1
Chief Executive Officer
I, John Long, Chief Executive Officer of FIRST ADVANTAGE CORPOliA'I“ION, certify that:
1. I have reviewc'd this annual report on Form 10-K of FIRST ADVANTAGE-CORPORATION;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operauons ‘and cash ﬂows of thc
registrant as of, and for, the periods presented in this report; -

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15{e) and 15d-15(e)} and internal control over:
financial reporting (as defined in Exchange Act Rules 13a-15(f) and.15d-15(f)) for the registrant and have:

- a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
* to be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others w1th1n those enuues, particularly dunng the
period in which this report is being prepared; and

b) Désigned such internal control over financial reporting, or caused such-internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for extemal purposes in
accordance with generally accepted accounting principles; and

¢) Evaluated the effectiveness of .the registrant’s disclosure controls and procedures and presented in
this report our conclusions about effectiveness of the disclosure conlrols and procedures; as of the end of the
period covered by this report based on such evaluation; and . '

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant's most recent fiscal quarter (the registrant s fourth fiscal quarter in the case of
an annual report) that has materially affected, or is reasonably hkely 10 materially affect, the reglstrant ]
internal control over financial reporting; and v

5. The registrant’s other certifying officer and I have disclosed; based on our most recent evaluation of
internal control over financial reporting, to the registrant’s audltors and the audit committee of reglstrant s board
of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b) Any fraud, whether or not material, that-involves management or other employees who have a
significant role in the reglstrant s-internal control over financial reporting. -

Date: March 1, 2007 s/ JOHN LoNG

John Long
-t Chief Executive Officer




e | Exhibit 31.2
Chief Financial Officer
I, John Lamson, Chief Finéncfal Ofﬁccr! certify that:  ~ @« - | S
1. Thave geviewed this annual report on Form 10-K.of FIRST ADVANTAGE CORPORATION; T

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows of the -
registrant as of, and for, the periods presented in this report; e O .

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over,
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the régistrant and have:

.. a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures

, to be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, partlcularly during the
period in which this report is being prepared and

b) Designed such internal control over financial reporting,-or caused such internal control over
financial reporting to be designed vnder our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for extérnal purposes.in
accordance with generally accepted accounting principles; and :

.¢} Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about;effectiveness of the disclosure controls and procedures, as of:the end-of the
period covered by this repon based on such €valuation;.and . - e

@) Disclosed-in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter. (the registrant’s fourth fiscal quarter in the case of
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and v, L e

5. The registrant’s other certifying officer.and Lhave disclosed, based on our- most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board
of dlrectors (or persons performing the equivalent function). .- - © -~ ¢ . -

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the reglstrant 5 ablhty to record,
process, summarize and report financial information; and e e

. b) Any fraud, whether or not material, that involves'management or other employees who have a
significant role in the registrant’s internal control over financial reporting. - e

Date: March 1,2007 - - . . ) /s/  JOHN LAMSON-

o ' B - John Lamson
a e : Chief Financial Officer




i, - . . . Exhibit 32.1
Certification of Chief. Executive Officer

In connection with the Form 10-K of First Advantage Corporation (thé¢ “Company”).for the period ended
December 31, 2006, as filed 'with the Securities and Exchange Commission on the date hereof, I, John Long,
chief executive officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that

- 1) the Report fully complies with thc requirements of Section 13(a) or 15(d) of the Secunnes Exchange Act
of 1934, as amended; and ] LN

2) the information contained in the Report fairly presents, in all material respects the financial condition
and results of operauons of the Company R : B .

A signed original of lhlS statement has been provided to the Company and will be retained by the Company
and furnished to the Securities and Exchange Commission'or its staff upon request. .~ - ‘

Date: March 1,2007 -+~ . /s!_JoHN LONG
‘ S ' ) John Long
L A Chief Executlve Officer

The foregoing certification is being furnished solely to accompany the Report pursuant to 18 U.S.C.
ss. 1350, and is not being filed for purposes of Séction 18 of the Securities Exchange Act of 1934, as amended,
and is not to be incorporated by reference into any filing of the Company, whether made before or after the date’
hereof, regardless of any general incorporation language in such filing.
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Exhibit 32.2 !
Certification of Chief Financial Officer

In connection with the Form 10-K of First Advantage Corporation (the “Company™) for the period.ended
December 31; 2006, as filed with the Securities and Exchange Commission on the date hereof, I, John Lamson,
chief financia} officer of the Company, certify, pursuant.to 18 U.5.C. §l350 as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that: - '

1) the Report fully complies with the requlrements of Section l3(a) or lS(d) of the Secunues Exchange Act
of 1934, as amended; and ) i !

.2) the information contained in the Report fairly presents, in all material respects the financial condition
and results of operations of the Company. v . .

A signed original of this statement has been provided to the Company and will be retamed by the Company
and furnished to the Securities and Exchange-Commission or its staff upon request.

Date: March 1,2007 . . 7 __Is/_JOHN LAMSON .

. ) John Lamson
: Chief Financial Officer

The foregoing certification is being furnished solely to accompany the Report pursuant to 18 U.S.C.+
ss. 1350, and is not being filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended,
and is not to be incorporated by reference into any filing of the Company, whether made before or after the date
hereof, regardless of any general incorporation language in such filing. .~ - - v . :
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SAFE HARBOR STATEMENT
Certain statements made in this document, including those !
relating to 2007, acquisition strategy, expanding product offerings, .
increasing market share, executing on our cross-selling strategy,
operational improvemants, integration of existing segments,
international expansicn and organic growth, are forward looking.
Risks and uncertainties exist that may cause results to differ '
materially from those set forth in these forward-laoking statements.l
Factors that could cause the anticipated results to differ from
those described in the forward-looking statements include:
general volatility of the capital markets and the market price of :
the company’s Class A common stock; the company’s ability to
successfully raise capital, the company’s ability to identify and !
complete acquisitions and successfully integrate businesses
it acquires; changes in applicable government regulations; the
degree and nature of the company’s compatition; increases in
the company’s axpenses; continued consclidation among the

company’s competitors and customers; unanticipated technologicat

chaﬁges and requirements; the company's ability to identify
suppliers of quality and cost-effective data; and other factors
described in this annual report on form 10-K. The farward-looking
statements speak only as of the date they are made. The company

does not undertake to update forward-looking statements to reflect

circumstances or events that occur after the date the forward-

;
looking statements are made. 7
|

/ COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among First Advantage Corporation, The S & P Smallcap 600 Index and ChoicePoint Inc.

$280— -----
A First Advantage $ 200
Coporation
$ 150
O 5 &P Smallcap 600
$ 100
ChoicePoint Inc.
= $ 50
$ 0
6/03

12/03 12/04 12/05 12/06

* $100 invested on 6/6/03 in stock or an 5/31/03 in index-including reinvestment of dividends. Fiscal year ending Dacembar 31.
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